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for YOU? 


At the Business Efficiency Exhibition please call at Stand 
No. G.W.5 


Every executive has a pet system and most of his time is spent in 
perfecting it. Accounting to-day calls for quick and accurate 
recording and research leads inevitably towards the machine. 
THE IDEAL SOUGHT IS THE MACHINE WHICH DOES THE JOB IN 
THE USER’S OWN PARTICULAR MANNER, WHICH IN FACT FITS 
HIS SYSTEM. 

Electrical tabujating and analysing through punched cards may provide the 
complete answer to your accounting problem. 

We should be happy to discuss this with you at the stand and maybe your 
problem can be solved at machine speed. It will in any case be worth your while 
to inspect the latest equipment to keep abreast with HOLLERITH development. 


s there a card 


HEAD OFFICE: 


MACHINE COMPANY LIMITED 


17 PARK LANE, LONDON, W.1. 
TELEPHONE: REGENT 8155 
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Now Published 


BUCKLEY 


on the 
COMPANIES ACTS 


Edited by 
The Hon. D. B. Buckley, m.z.£., M.a. 
Barrister-at-Law ; Bencher of Lincoln’s Inn. 
Assisted by 


G. Brian Parker, M.a., LL.B. Nigel Warren, B.a. 
of Middle Temple, Barrister-at-Law of Lincoln’s Inn, Barrister-at-Law 


Consulting Editor 
Cecil W. Turner _ 
Barrister-at-Law ; Bencher of Lincoln’s Inn 


Twelfth Edition 


* A mine of infUusmation for all concerned 
with the legal side of company affairs.” 
—The Financial Times 


Price £5 5s., by post 1s. 6d. extra 


BUTTERWORTH & CO. (PUBLISHERS) LTD. 
BELL YARD TEMPLE BAR LONDON W.C. 
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Arbitration 


Arbitration plays an important part in the 
professional activities of Chartered, Incor- 
porated and Certified Accountants. 

The Institute of Arbitrators was formed in 
1915 for the purpose of providing an organisa- 
tion which specialised in the knowledge of 
the Law and Procedure therein, as well as to 
further the settlement of disputes by this 
means. 

Membership is open to members of specified 
Professional Bodies among which the Institute 
of Chartered Accountants, the Society of 
Incorporated Accountants and Auditors, and 
the Association of Certified & Corporate 
Accountants are included; and Chartered 
Accountants, Incorporated Accountants and 
Certified Accountants are eligible for the 
Institute Panel for Professional Arbitration. 


Particulars may be obtained from the Secretary, 


The Institute of Arbitrators 


(Incorporated) 
10 Norfolk Street, W.C.2 
Examinations are held in May and November. 
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Professional Notes 
After the Cuts 


THE PROBLEM OF ECONOMIC RETRENCHMENT ANNOUNCED BY THE PriME MINISTER 
on October 24 has been generally criticised, not for what it proposes but for what 
it leaves out. The general object behind the announcement, as is now clear, is 
to restore the British economy to roughly the same situation as existed in the 
spring, when there was still some beneficial effect from the disinflationary policy 
which the Chancellor had introduced in the 1948 Budget. Beyond this limited 
objective, however, the Government has not been prepared to go. The statement 
makes no fundamental changes in economic policy and admits no room for the 
easing of taxation or the freer operation of the price system, which together 
might go a long way towards encouraging the increases in output which are the 
constant subject of ministerial exhortations. There are indeed two changes which 
involve questions of principle, though their effect on the broader economic 
strategy in the Prime Minister’s statement is not of itself great. The first is the 
cut in feeding stuffs and other subsidies, which evidently foreshadows some rise 
in the prices of farm produce which will not be tempered by countervailing 
increases in the food subsidies. The second is the shilling prescription, which 
introduces over part of the health service a principle which the Chancellor was 
only prepared to hint at in his last Budget. The tests of the Prime Minister’s 
statement can be bluntly put in three questions. Do they provide a real increase 
inelbow room for our tightly stretched economy ? Do they promise an increase 
in output at the vital points where such an increase would generate expanded 
dollar exports ? Can these desirable changes be achieved without some changes 
in the pattern of employment ? 
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Measuring the Effects 


One of the difficulties about quantitive 
planning is that one is never quite 
certain about the period to which the 
plans refer. So far as the capital invest- 
ment programme is concerned, the cut 
of £140 million a year represents an 
intention to reduce the programme in 
1950 by that amount, and the cut will 
not become fully effective until the 
second half of the year. Much of the 
detail on the capital side still has to be 
filled in, and one of the few firm figures 
appears to be the contemplated reduc- 
tion of £35 million in housing, which 
will largely fall on private building. 
It will be recalled, of course, that when 
it was discovered two years ago that 
one of the sources of our economic 
difficulties was an attempt to carry out 
a capital programme beyond our 
means, the Government planned to 
make a stiff reduction of £180 million 
in the investment programme for 1948. 
In actual fact, the capital investment 
carried out in that year was even 
greater than the 1947 figure. It is clear, 
in fact, that the proposed capital cut 
for 1950 must be regarded at this stage 
as a sketch rather than a plan, for its 
actual implementation will largely fall 
upon another Government after the 
election. Cuts in revenue expenditure 
(coupled with the increase in the 
profits tax) are expected to produce 
well over £100 million for “‘ next year’s 
Budget,” that is, for 1950-51. The 
biggest elements in this year’s savings 
are in farm and food subsidies, the 
charge for health service prescriptions 
and miscellaneous charges for Educa- 
tion, Supply and Food. None of these 
changes involve major questions of 
Government policy. They go some 
limited way towards curtailing the level 
of Government expenditure, but it 
could not be claimed for them that they 
represent large cuts which are being 
made immediately. The full effect is a 
delayed effect and again it will not be 
felt until after the election. 


The Society’s Syllabus 
Two years’ notice has been given by 
the Council of the Society of Incor- 
porated Accountants of the intro- 
duction from November, 1951, of a 
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revised syllabus of Examinations. The 
principal changes are summarised on 
page 313, and full details are obtainable 
from the Secretary of the Society. 

The Final Examination will be 
divided into two parts, to be taken 
together or separately at the option of 
the candidate. The aggregate time 
occupied is to be extended, and there 
is some rearrangement of the scope and 
titles of the various papers in the Final 
and Intermediate Examinations. It 
will be noted that the paper on 
Statistical Methods, introduced into the 
Final in 1920, is to be discontinued, 
and recognition is given to the ever- 
growing prominence of Taxation in the 
work of the profession. Some optional 
subjects are introduced in the Pre- 
liminary Examination. 

It will be recalled that a revised 
syllabus was to have been introduced 
in 1940, but the outbreak of war caused 
the postponement of any alteration 
until candidates whose courses, of study 
were interrupted by national service 
had had the opportunity to complete 
them. 

It is evident that much time and 
thought have been expended in order 
to ensure that the qualification Incor- 
porated Accountant may continue to 
denote professional skill and knowledge 
in accordance with the progressive 
development of the profession. 


Wholesale Value and Purchase Tax 
The recent decision in A. G. v. A. W. 
Gamage, Lid. (King’s Bench Division, 
October 17 and 18, 1949) on the 
question of the determination of 
** wholesale value ” for the purposes of 
purchase tax is of interest both to 
manufacturers and wholesalers and to 
the public. Although the liability for 
payment of the tax is imposed in the 
first place on the manufacturer or 
wholesaler when a sale to a retailer is 
effected, the ultimate burden rests on 
the purchasing public, to whom the 
tax is passed on. 

Where a person carries on the two- 
fold activity of manufacturing an 
article and selling it by retail to the 
public, a notional sale to a retailer is 
deemed to take place when the goods 
in question are transferred from the 
manufacturing or wholesale depart- 
ment to the retail department, whence 
they are sold to the public. 

The tax is based on the wholesale 
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value of the article, and it is par- 
ticularly in cases where a transfer 
between departments, of the kind 
referred to above, takes place that 
the difficulty of assessing the wholesale 
value of the goods arises. In such cases 
there is no guidance to be offered by 
sales directly from manufacturer or 
wholesaler to independent retailer. 

In such cases it is the practice to 
add some additional sum to the cost 
of manufacture for the purpose of 
determining the wholesale value, on 
which the amount of the tax itself will 
be calculated. 

A certain percentage which varies 
according, inter alia, to the type of 
goods, is added by the Commissioners, 
and it is this notional increase which is 
popularly referred to as “ uplift.” 

Uplift has time and again been a 
bone of contention between the Com- 
missioners and traders. But, so far as 
we are aware, the principle has not yet 
been successfully challenged, and the 
uplift has been imposed. 

In the Gamage case, the manufac- 
turer had added a sum of Is. to the 
cost of the materials, and contended 
that this figure represented the whole- 
sale value. The customer, on the other 
hand, contended that an “ uplift” of 
15 per cent. should be imposed in 
respect of, inter alia, overhead exp’ nses, 
such as distribution and advertising 
expenses. The company, however, 
decided, apparently, to test the matter 
in the courts, instead of putting into 
motion the machinery of appeal pro- 
vided. by the Act itself. In that case 
the dispute would have been referred 
to a referee whose decision would have 
been final. The Court held that it was 
not now open to the company to 
question the determination of the 
Commissioner as to the wholesale 
value, the company’s remedy being 
limited to appeal to a referee. 


Mr. R. W. Bankes 


Mr. R. W. Bankes, c.B.£., Secretary of 
the Institute of Chartered Accountants 
since 1935, is retiring from that office 
at the end of 1949. Before his recent 
departure for Australia—where, in 
company with the President of the 
Institute, Mr. Gilbert Shepherd, he 
will attend the Australasian Congress 
on Accounting to be held in Sydney in 
November—a presentation was made 


to him by the Institute’s Council. 


The President recalled that 
Bankes had rendered !oyal and d Me 
service since his ae 
Assistant Secretary in ; a 
that period ‘aig ne ae 
duties had fallen o:. 
particularly in the pos.-war 
Bankes carried a "at vy aceaidhag al 
burden during the war, when - 
Maclver and Mr. Loveday were abee 
on national service. He was a fami 
and popular figure noi only at Moo. 
gate Place but also at District Societe 
functions and at International Coa. 
gresses in this country and abroad 


Towards Higher Productivity 


The first report of the various teams i 
which have been visiting the Unite Room 

States to examine American industrial fi “hg 1 
productivity has made a great jp. de 
pression. On the title page it is claimed snal 1 
that “ the report is designed to be read book-k 
by the specialist or the general reader” greater 
and that “forthright statement ha accoun 
been preferred to delicately shaded assing 
equivocation.”” These claims are cer. Pile 


tainly true. The report indeed contains may 2 
very valuable technical information 


| 
upon American practice in steel found- aie 
ing, but it is in its general approach f jhe na 
towards productivity questions, as the way 0 
mission found them in the United gate. 
States, that the report has peculiar  worki 
value. !t certainly does not mince MM and 1 
words. Before the report turns to sugge’ 
specific recommendations which would & jon, 
improve productivity in British steed I gitlec 
foundries, the mission puts a blunt ™ , hig 
question : “ Is high productivity really  accou 
desired by British industry ?” It is not & indee 


answer, and it goes on to pose three & i, the 
other questions which it describes 4 § simp) 
being “coloured according to th # pr 
interest of the particular reader.” § «Ta; 
First it asks, “Is high productivity more § cont; 
important than the organisation and & ance: 
customs of the trade association?” J gerir 
Secondly, ‘‘ Is high productivity to be J « ay, 
sacrificed so as to retain intact the & enc¢ 
existing methods of the employer’ § of a, 


organisations? ”’ And thirdly, “Are & the 


trade union practices built up over the 


™ Beis 
years before the present economic § pro} 
dangers to remain unaltered at the § jong 


expense of productivity?” In such up 
questions the report lays bare the & tion 
fundamental issues which are raised by § gay; 
the drive towards increased produc: Ff gro 


tivity in British industry. It is perhaps § den 
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sues nore than any others 
| States Congress will 
ydge us when the time comes for 
| roving the third instalment of 
yarshall Aid. It must be hoped that 
simulating 9 report as this will be 
ruickly followed by improved practice 
| ad higher productivity in British steel 
funding and other industries. 
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Bi certified Accountants’ Conference 
Soci The proceedings at the Annual Con- 
a Con, ference of the Association of Certified 
road, and Corporate Accountants included 
tivi wo lectures delivered by Mr. C. W. H. 
= Sergeant and Professor J. H. Jones. 
8 teams Mr. Sergeant spoke on “ The Board 

United Room, Shareholders and the Account- 
dustrial at.’ His theme is that the majority of 
at im- MM jareholders are men and women of 


gall means with little knowledge of 
be read book-keeping ; that, consequently, the 
eader meater elaboration of company 
nt has accounting which has followed the 
shaded passing of the Companies Act, 1948, 
~ Cet @ while of the utmost value to the expert, 
>ntains may appear to the uninitiated “as a 
nation # mere jumble and maze of figures.” It is 
found. suggested there should be something in 
roach Mf the nature of a guide to the accounts by 
as the way of introduction. This guide should 
Jnited state clearly the results of the year’s 
culiar working, the trading outlook, the assets 
mince # and the capital commitments. The 
"8 10H suggestion deserves careful considera- 
vould H tion. The task is one worthy of the 
steel Bf skilled accountant who, having reached 
blunt a higher excellence in the design of 
cally HF accounts, is now invited to approve and 
not i indeed himself to illustrate the truth of 
“a the saying that the highest form of art 
fa is that which conceals art and achieves 


simplicity. 

Professor Jones took as his subject 
“Taxation and the Price Level.” On the 
controversy about depreciation allow- 
ances his conclusion is well worth pon- 
dering. “‘ The arguments,” he says, 
“are clear on both sides ; the differ- 


~ ences arise largely on account of lack 
“ of agreement upon the real purpose of 
a the financial statements to which you 
“a append your signatures.” There is a 
he probability that the price level over a 
ch long period will follow “ a pronounced 
he upward trend.” The pressure of taxa- 
by tion is such as to reduce incentive and 
oe and, so far as the lower-income 
a groups are concerned, to occasion a 


demand for higher wages. Taxation is 


thus conceived as a factor making for a 
higher price level. Accountants should 
therefore be careful not to assume that 
the problems of depreciation and the 
price level are of a merely temporary 
nature. 


Duties of Receivers under the 
Companies Act 


Receivers and managers appointed on 
behalf of debenture holders secured by 
a floating charge are now required by 
Section 372 (2) of the Companies Act, 
1948 (which incorporates the amend- 
ments introduced by Section 84 of the 
Companies Act, 1947), to furnish the 
Registrar, the company, the trustees for 
the debenture holders and_ every 
debenture holder (in so far as he is 
aware of his address) with an abstract 
in the prescribed form, showing his 
receipts and payments during the 
previous twelve months. This abstract 
must be sent within two months after 
the expiration of twelve months from 
the date of the appointment, and there- 
after within two months of every sub- 
sequent period of twelve months. 

The question whether this statutory 
obligation was automatically imposed 
on every such receiver and manager on 
July 1, 1948, when the Companies Act, 
1948, came into operation, was con- 
sidered by Mr. Justice Vaisey in the 
case of an application made to him by 
the Industrial and General Trust, Ltd. 
on October 20. 

The receiver in this case had been 
appointed in a debenture holder’s 
action in March, 1937, and he had 
already passed twenty-two half-yearly 
accounts. In July, 1937, an order for 
sale had been directed, the proceeds of 
which were to be paid into Court. 
Sales had been effected from time to 
time, and up to March 1, 1948, the 
receiver’s receipts totalled £657,798 
and his payments £656,807. 

Mr. Justice Vaisey came to the con- 
clusion that the provisions of Section 
372 (2) were not retrospective, and 
that it did not affect the position or 
increase the duties of receivers ap- 
pointed before July 1, 1948. Receivers 
so appointed, accordingly, need not 
supply any abstract, such as is required 
by Section 372 (2) of the Companies 
Act, 1948. 

It would appear to follow from this 
decision that receivers appointed before 


July 1, 1948, likewise cannot be under 
any of the other obligations which were 
introduced for the first time by such 
provisions as Sections 84 and 85 of the 
Companies Act, 1947, and which are 
now incorporated in Sections 372 and 
373 of the Companies Act, 1948. 


Accountancy 

From January, 1950, the annual sub- 
scription to AccounTANcy will be 
17s. 6d. post free, and the price of a 
single issue will be 1s. 6d. The decision 
to increase the price of ACCOUNTANCY 
has been taken with reluctance, and 
has been deferred to the utmost. But 
it is now forced upon us by the cumu- 
lative increase in all costs, especially of 
printing and paper, during the war and 
post-war periods. The subscription has 
remained unaltered at 12s. 6d. per 
annum since October, 1920, and the 
course of prices during the last nineteen 
years is only too well known by all our 
readers. 

The concessionary subscription rate 
for students for the examinations of the 
Society of Incorporated Accountants 
will be raised from 6s. 6d. to 7s. 6d. 
per annum, post free. 

Members of the Society of Incor- 
porated Accountants who pay their 
subscriptions to AccounTANcy by 
bankers’ order will be notified by letter 
of the arrangements to be made for 
giving effect to the slight increase in the 
amount involved. 

It is of interest that the price of a 
single issue is only now restored to that 
charged during the first six years of our 
predecessor, The Incorporated Accountants’ 
Journal. From 1889 to July, 1895, six 
volumes were published, each com- 
prising four issues of an average size 
very considerably less than that of the 
monthly issues of ACCOUNTANCY at the 
present time. Purchasers paid 1s. 6d. 
per issue, or 5s. subscription for the 
volume of four issues. 

As some compensation for the in- 
creased price of ACCOUNTANCY, we 
hope to be able next year to extend 
further the number of pages and to 
introduce still more new features. We 
look forward with confidence to the 
continued support of our present sub- 
scribers—their number has approxim- 
ately doubled in the last three years— 
and to rendering even greater service 
to an ever-widening circle of readers. 
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ACCOUNTANCY 


FORMERLY THE INCORPORATED ACCOUNTANTS’ JOURNAL ESTABLISHED 1889 


The Annual Subscription to AccounTANCY is 12s. 6d., which includes postage to 

all parts of the world. The price of a single copy is 1s. od., postage extra. All 

communications to be addressed to the Editor, Incorporated Accountants’ Hall, 
Victoria Embankment, London, W.C.2. 


Compensation to Road Hauliers 


THe TRANspoRT ACT, 1947, IS A 
monument of acquisitiveness covering 
many branches of national transport 
now brought for the first time under 
one main authority, the British Trans- 
port Commission. Of the various Ex- 
ecutives set up under the powers con- 
tained in the Act, perhaps the Road 
Haulage Executive (the R.H.E.) has 
the most difficult task in its duty of ac- 
quisition, if only because itis called upon 
to negotiate for the taking over of several 
thousand separate trading units or 
parts of units unrelated to each other 
and embracing every possible variety 
of circumstance. 

The undertakings on the one 
hand and the R.H.E. on the other 
hand are faced alike with. the duty 
of carrying out the multitudinous re- 
quirements of the Act, and the points of 
view of the acquirers and_ the 
“‘acquirees” are not identical. Protests 
are being made in the columns of the 
motor trade Press on behalf of hauliers, 
who, it is said, have been deprived of 
their businesses, but because of delay in 
paying compensation have no capital 
with which to start new careers. The 
writers in the trade papers clearly appre- 
ciate some of the difficulties on the other 
side of the table, but it is perhaps unfor- 
tunate that the R.H.E. has no official 
organ in which to present the case from 
its own angle. From the moment of the 
appointment of a Director of Acquisi- 
tions it became necessary to build up 
an organisation for which there was no 
comparable precedent. The whole 
operation was bound to a time table 
set by the Act and the Regulations but 
there was no guide to the time re- 
quired for each part of the operation. 
In addition to the permanent staff of 
the Executive it was necessary to 
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appoint investigating accountants, 
valuers for vehicles, for land and for 
other assets, co-ordinating solicitors, 
and managers, and to so dovetail their 
work that the “ take-over ” on the date 
of acquisition would not interrupt the 
trade of the undertaking and would at 
the same time make it practicable to 
arrive at thé “ provisional ascertain- 
ment ” for the payment of go per cent. 
of the compensation “ as soon as may 
be” after the date of transfer. The 
problems to be met by the various pro- 
fessional advisers were largely a matter 
of conjecture and the necessary instruc- 
tions to these advisers had to be built 
up, amended and extended in the light 
of actual experience. Even the number 
of long-distance undertakings to be 
acquired was an unknown quantity 
and unofficial estimates of that number 
varied from about three thousand to 
nine thousand. 

The owners of the undertakings fell 
into three categories. Some obviously 
welcomed the notice of acquisition ; 
some were neutral, while others 
naturally resented any interference 
with their private interest. But with 
very few exceptions the owners realised 
that the duty of the R.H.E. was to 
implement the Act and not to engage 
in wordy warfare as to the wisdom or 
otherwise of the legislators who placed 
the Act upon the statute book. 

The first demand upon the owners is 
for Preliminary Information, an omni- 
bus term including very full details of 
all vehicles and trailers, schedules of 
land and premises, inventories of plant, 
furniture, etc., general particulars in 
regard to the business and its manage- 
ment and staff, lists of exceptional con- 
tracts, and full lists of all insurances, 
with accounts and balance sheets for at 


least three years. ‘This 
rather frightening d. 
larly in the case of sp 
few vehicles who may :-ossess no com 
petent office staff arc: whose recon, 
have hitherto been deemed sufficien 
for the compilation of weekly : 


: may be a 
mand, Particy. 
‘all owners of a 


monthly bills to customers but are cer. el 
tainly insufficient for ‘he Preparatig 

: war n 
of this Preliminary Info: mation, Quite 
naturally and_ properly many such 
owners have sought the assistance of 
their own professional advisers or the | 
advisers to the Road Haulage Associa. 
tion. The R.H.E. for their part have 
instructed their advisers to rende, 
every possible assistance in their power, 
but still there must remain a good deal 
of sympathy for those Owners who are J [rwit 
to be bereft of their businesses and are form ¢ 
called upon to flounder in the vortex J he fo 
of statutory regulation and require. ;' 
ment. 

The “ provisional ascertainment” js - 
really the crux of the complaints. It $ 
involves valuation of the various assets, It} 
the computation for compensation for g “ ° 
the total or partial cessation of business, all a 
and a schedule of adjustments in the v 
relation to expenses to the date of and 2 
transfer. It is no secret that the R.HLE. level 
are as much disturbed by delays in Wh 
these payments as the owners them- Thav 
selves. In some cases there may be gy “i 
faults on both sides. Requisite informa- J °°" 
tion may not be forthcoming from the day- 
undertaking, and equally the pressure At 
of work and even bottle-necks at the and 
official end may cause delay which will | 
could only be avoided by the engage-  * P@l 
ment of a larger qualified staff. outli 

In all these cases it is necessary o § ™ be 
keep a sense of proportion. One dis- 
gruntled owner will be very vociferous This 
whilst a hundred satisfied owners will Pie 
have nothing to say. The Rol@ 
Haulage Executive demands con @ « 
tinuous reports from its advisers soa Ho 
to avoid any unnecessary delay mn -y 
making payments on account. Viewing stl 
the operations as a whole it may be top 
said that the official attitude showsa@ 
definite desire for early payment ; and Boo 
inasmuch as accountants are mostly insti 
concerned with Mr. Andrew Black, the A 
Director of Acquisitions, it may be hat 
added that everyone who is brought @ | “ 
into personal contact with him is forced with 


to realise his burning desire that in 


every case compensation shall be paid pi 
—justly and quickly. ing 
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What May Management Expect from the 
Accountancy Profession ? 


—— 


By R. E. YEABSLEY, c.8.£., F.c.A., F.S.A.A. 


A paper read at the Incorporated Accountants’ Conference, Birmingham, September 23, 1949. 


INTRODUCTION 


|r WILL BE OBSERVED THAT THE TITLE OF THIS PAPER IS IN THE 
form of a question, and in answering it I propose to answer 
the following three questions: 


1. With whom are we concerned ? 
9, In what capacity are we concerned ? 
3. With what are we concerned ? 


It will be evident that the subject matter covered by 
the original question posed is one that affects each and 
all accountants, whether in practice or not, because by 
the very nature of our training we have a responsibility 
and a part to play in our national economy on whatever 
level we may from time to time be concerned. 

While the question put may have wider implications, 
Ihave assumed it to cover the problems of those connected 
with the “‘ going concern” rather than one coming or 
gone. In other words, those aspects that arise in the 
day-to-day employment or vocation. 

At this point let us make a broad survey of the subject 
and then proceed to a more detailed study, although it 
will be appreciated at the outset that it is not possible in 
a paper such as this to cover the whole field other than in 
outline and then to emphasise those features that seem 
to be the more important. 


WITH WHOM ARE WE CONCERNED ? 


This question in itself at once reminds us of the extent 
of our responsibilities. We are concerned with industry, 
commerce and the social services, and, indeed, the armed 
forces. We are concerned, too, with the financial affairs 
of our fellow citizens, but this aspect is outside the scope 
of this paper. Our concern with these respective activities 
is through management at the respective stages from 
top management to the foreman, with the Government 
through its respective administrative Departments and 
officers, and through the executives of the various financial 
institutions. 

A few moments’ reflection will lead one to conclude 
that the term management may fairly be taken to provide 
a convenient definition of one section of business people 
with whom we are in daily contact, to whom we are 
responsible to some degree, and who directly or indirectly 
contribute to our incomes. It may also be taken as mean- 
ing all those concerned with the day-to-day direction of 
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the expenditure of effort, time, materials and money in 
trade or commerce, together with those responsible for 
the general direction and control thereof. 


IN WHAT CAPACITY ARE WE CONCERNED ? 


Here, again, is a fundamental question raising issues 
of moment and controversy. We are concerned as 
accountants and auditors, and I suggest that those con- 
cerned with the name of our Society were far-sighted, 
knowledgeable folk who placed these functions in order of 
importance, the alphabetical sequence being quite acci- 
dental. I submit most earnestly that it is as accountants 
we can and do make our major contribution to the common 
weal, and therefore to the national well-being. 


It may well be true that years ago we were mostly 
concerned with the record in terms of book-keeping, and 
while this basic accounting is as necessary to-day as ever 
it was, its form is very different. Gone are the days when 
the preparation of the profit and loss account and balance 
sheet represented the acme of our performance and the 
fruits of our labours—this summation of transactions 
providing a review of the past is now but one of the 
accounting contributions. 


To-day as accountants we may occupy posts as executives 
in industry—the accountant now being regarded as an 
essential link in the chain of responsibilities and not 
regarded as necessarily covered by the book-keeping 
department, the cashier, or indeed, the auditor. We 
note in passing the terms chief accountant, controller 
and similar titles. Then we may act as directors, financial 
advisers or accountant advisers. In the latter category 
I include the practitioner who is called upon to advise 
clients for whom he may or may not act as auditor. 
Mention was made earlier of a controversial aspect, and 
it will occur to the reader that some clients for whom we 
act as auditors do not want advice on general matters on 
which we can advise or would resent advice if given, and 
lastly would not pay for it in any event. Well, this may 
be true in certain instances, becoming far fewer every day, 
but does its truth in certain cases not provide us with 
cause to think to what extent the problem may be one of 
psychology ? One’s ideas or advice should rarely be forced 
on an unwilling listener, but might there not be occasions 
on which, or a manner by which, that result can be 
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achieved ? This does not refer to commonplace obser- 
vations on the figures or results, but to matters of funda- 


mental importance where the shareholders’, management - 


and workers’ interest in the concern is vitally affected as 
to the present and the future. It is here that a degree of 
insistence is justified, but let us savour our comments or 
criticisms with an appreciation of the wider issues involved, 
an understanding of human nature, a deep sense of our 
responsibilities, courage and humility. Let us be helpful 
friends, not wiseacres. , 


WITH WHAT ARE WE CONCERNED ? 


A complete answer to this question is not attempted, 
although I hope that the features I have chosen to touch 
upon or emphasise will be the more important. Again 
may we note that it is not proposed to deal with the 
launching of the craft, nor with its salvage on being 
wrecked, but with its voyages in the seas of industry or 
commerce, etc. Nor are we being concerned with type 
or size of the craft—as public or private companies, firms, 
etc. We are concerned with a business—be its activity 
manufacturing, servicing or distributing. 

The following headings illustrate the features and 
serve to provide sub-divisions for the more detailed 
consideration thereof : 


1. Terms—Money, Time and other Units of Measure- 
ment. 
Periods—Past, Present and Future. 
Form—Accounting, Costing, Budgeting. 
Control—Waste, Expenditure. 
Mensuration—Profits, Solvency, Efficiency, Reward. 
Limitations—Lack of Uniformity, Research. 
Presentation—Form, Approximations, Terminology. 
Statutory Requirements—Companies Act, Taxation, 
Government Regulations. 
g. Policy—Form of Capital, Distributions, Efficiency 
Audits. 


At this point let us note what one of the leaders in the 
field of management has to say in regard to accountancy. 
In a recent paper entitled “‘ The Nature of Management,” 
published under the auspices of the British Institute of 
Management, Sir Charles Renold says: “ Accountancy is 
a technique—management is the use of certain techniques. 
Accountancy is the technique by means of which the 
various pictures are drawn, of which I have spoken, from 
which management forms many of its judgments. By 
the technique of the accountant such facts as are relevant 
and are expressible in money values are arranged in various 
patterns according to the aspect to be judged. They may 
be arranged by reference to products or processes and 
we have costs and cost accounts. They may be arranged 
by reference to the authority responsible and we have 
departmental accounts and operating control accounts. 
They may be designed to show the outcome of all tran- 
sactions over a period, arranged according to the nature 
of the transaction, and we have trading accounts. They 
may be arranged to display resources and claims on them 
and we have balance sheets. 


‘The extreme importance of the technique of account- 
ancy lies in the fact that it works in the most nearly universal 
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medium available for the expression of facts, so that facts Hof w2 
of great diversity can be represented in the same Pictur results 
I hope you will not consider that I am litting hairs ; at som 
I insist again, however, that it is not th production tjon it 
these pictures that is a function of manayment py the the Te 
use of them.” lemel 
During the course of the remarks which follow an comm 
attempt will be made to cover, under the headings pre. yas 
viously indicated, the various aspects covered in the shor, we ar 
extract taken from Sir Charles Renold’s most instructive in the 
paper. accou! 
the P' 
1. Terms are W' 
; to dis 
Although in the ultimate much has to be measured jy cashie 
terms of money, there should not be overlooked the us. syste 
wherever appropriate, of units of wider internationa| be re 
significance, such as time, length, weight, or a combination that | 
of them—these are unaffected by changes in monetary resou! 
values and provide indices or standards of almost universal chase 
application. It is well to appreciate the full significance to @ 
of the phrase, “‘ Time is money.” infor! 
One has only to consider the limitations of a balance neces 
sheet to appreciate that a statement providing an aggre. On 
gation of monetary units may not be appropriate for all advis 
purposes. of wi 
Management is entitled to expect statements to be fully acqu 
dimensional and suitable for the purpose for which they invol 
are prepared—we should note that this may involve is a 
remarshalling the facts and in some cases the evaluation perf 
of them in some other form. W 
Some simple illustrations are sales by departments, the : 
travellers, areas, etc., costs in terms of weight of materials the 
used, revenue in terms of number of passengers, miles expe 
run, etc., selling expenses per £ of turnover, per traveller, Whi 
sales operative, etc. Many other ratios or units of expres- hap 
sion will occur to one on reflection as will the use of co- app 
efficients generally. The use of indices of production is of fron 
national and international importance. Much has been cap’ 
said and done, a great deal remains to be done, in this bre: 
field of the measurement of productivity—usually expressed or s 
as units of production in terms of man-hours used; there on 
are other features such as machine-hours and electrical eco! 
energy consumed. The accountant has a part to play in 
their proper measurement from adequate data under 3. 
reasonable conditions and in ensuring that their necessary Th 
limitations are appreciated by those who use them. | of 
stress the word “ necessary,” as we should do our utmost ioe 
to ensure that such limitations are at their minimum. re 
As an example consider a machine efficiency index giving inf 
output in weight, length or number of units per hour for = 
the period: this provides a link to the speed at which the th: 
machine has run, but an alteration in speed may well con 
affect the quality of the product, so that the production of at 
faults should be considered, too, as indeed the type of e 
operative, trainee, etc. an 
2. Periods . 
We must recognise the fact that many regard the ac- ar 
countant as one concerned with the past—in the recording m 


a ol ee * 3 — ee | 
Wat te Bs ; : ie a z ; ee: ee ee =  . 
‘ i ee ee oat eet ee ; ng - 7 ae «a ee. ae te [ae ae ' 
x = oat ; . . : Te a aaa | Se 
i i) : 4 : . » 2 
i 
a 
te a 
2 Pe 
ae = | aa | Sia: med silt Pi aaa ae 2 oe “ee > =a a oe - ae ot), ae mJ ae ’ > 3 he ot 


as happened and in assessing and portraying the 
results of ope? itions over a period, or the financial position 
atsome point of time. Before dismissing this misconcep- 
‘jon it is, perhaps, worth while noting the importance of 
the record. ‘This I regard as one of the fundamental 
cements of our daily life, one which with the growth of 
communal life as evidenced by the size of communities 
has itself become the complicated mechanism to which 
we are now accustomed. Our dealings one with another 
in the exchange of services involve in their settlement an 
accounting, and just as management is concerned with 
the provision of the services as and where necessary, so 
are we concerned with their settlement. It is not proposed 
to distinguish between the accountant, book-keeper and 
cashier in this context but to note that the accounting 
ystem, with which the accountant is concerned and may 
be responsible, must be such as to provide all the records 
that are necessary to ensure the proper control of the 
resources employed, in terms of goods and services pur- 
chased, used, sold or rendered. Management is entitled 
to expect that the accounting system provides it with 
information for this purpose, that it is provided when it is 
necessary, in the detail necessary, and at a reasonable cost. 


Our profession should see to it that we can properly 
advise on the matter of accounting systems—some aspects 
of which will be touched upon later—and before doing so 
acquaint ourselves fully as to the technical problems 
involved. Over-elaboration and duplication of records 
is a form of waste to be avoided—the system should be 
perfectly simple, rather than simply perfect. 


We are concerned with the past in the summarizing of 
the records of past transactions, the present in recording 
the daily operations, and the future by reference to past 
experience adjusted to take account of anticipated changes. 
While, therefore, we are much concerned with day-to-day 
happenings and the past, we must be prepared, wherever 
appropriate, to assist in planning for the future. Apart 
from the control of financial resources in terms of working 
capital or funds, we can assist by the use of so-called 
break-even charts in determining the extent of production 
or sales required to cover fixed costs, the effect of volume 
on production costs and profits, and also in assessing the 
economic size of the productive unit. 


of what h 


3. Form 


The form of the contribution we can make in the field 
of management may be stated as accounting, costing, 
budgeting and statistics. Further, it may fairly be stated 
that the last three are concerned with the presentation of 
information obtained in the sphere of accounting. It is, 
however, in the wider uses of accounting techniques 
that we have yet to make a greater contribution. As 
one who can claim a fairly wide knowledge of the types of 
records kept by industry, I have no hesitation is saying 
that the standard of costing in this country is not high, 
and for this I fear our profession is partly to blame. One 
of the functions which may be assigned to Development 
Councils to be set up under the Industrial Organisation 
and Development Act, 1947 is “‘ Promoting the improve- 
ment of accounting and costing practice and uniformity 


therein, including in particular the formulation of standard 
costings.” While it is often the case that the accountant 
may only provide what he is asked or paid to provide, 
it is submitted that we have a public duty to perform in 
doing all possible to stimulate in management, wherever 
this is necessary, an awareness of the necessity of main- 
taining adequate costing records and of the advantages 
to be obtained by their proper use. How else can manage- 
ment determine policy depending on the cost of a product 
without knowing and evaluating those factors affecting 
costs, such as: 


(a) The cost of direct materials, labour and facilities, 

including capital equipment. 

(6) The efficiency of use of the above. 

(c) The extent of use of available labour and facilities. 

(d) The volume and flow of production and sales. 

(e) The relative costs of differing forms of selling and 

distribution. 

(f) Overtime and shift working ? 

The test of efficiency is one constantly to be applied, and 
involves the application of the highest degree of skill in 
technology and management to the ever-changing problems 
of industry and commerce. These tests can only be fully 
applied if there is available to management the means in 
terms of accounts, costing statements, statements of actual 
usage of materials, labour, etc., with “ standard” usage 
and budgeted production figures. 


While it may be true that in the ultimate cost will 
determine price, it should not be assumed that the object 
of a costing system is to determine selling prices. While 
in certain cases cost will have a significant bearing on the 
determination of selling prices the main advantage to be 
obtained is in the control of the use of the resources available 
and purchased. 

It is in this sphere of the control of costs that the use of 
standards is important. These, if properly set, can provide 
that necessary yardstick or criterion with which actual 
consumption or performance can be compared, and 
ensure that the business can measure its own weaknesses 
and be able to take such actions as are necessary and 
possible at the right time. 

While we shall be mainly concerned with the application 
of standard costs, it is necessary, too, for us to be able to 
advise on what those standards should or might be. We 
are not rate-fixers, although we might help materially 
in this connection on some occasions, but we can advise on 
the level of the standards to be used. There are differing 
views on this subject of levels of standards of production— 
should they be determined by reference to the maximum 
attainable under perfect conditions or under normal 
conditions? A criticism of the latter is the inherent 
inclusion of some element of waste—therefore its adoption 
should be accompanied by a realisation and, if possible, 
an estimate of the quantum of waste included. It has, 
however, the psychological advantage of providing an 
objective which can be achieved. 


The use of budgets has increased substantially over 
recent years, the terms budgetary control and flexible 
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budgets being used in indicating adaptations of the original 
conception. It is of interest to note the definition of 
budgeting adopted at the International Conference on 
Budgetary Control at Geneva in 1930: 


** Budgeting is not merely control ; it is not merely 
forecasting; it is an exact and rigorous analysis of the 
past and the probable and desired future experience 
with a view to substituting considered intentions for 
opportunism in management.” 


Forecasting of profits for prospectuses is rightly no part 
of the function of the auditor or the reporting accountant, 
but within a business it is part of the accountant’s work 
to provide budgets where necessary. It is here that the 
closest co-operation with technical executives is desirable, 
together with a clear lead from the managing director 
or chief executive. The budgets should be prepared by 
reference to such directions, etc., and the past knowledge 
available from the accounts and statements of actual 
results, usages, etc., for previous periods. Wherever 
possible there should be made clear to those concerned 
with the study of such budgets the assumptions on which 
they are prepared and any inherent and known material 
weaknesses. 


I have previously mentioned the use of break-even charts 
and before mentioning the subject of statistics a reference 
to marginal costing would seem appropriate. The study 
of marginal costs at differing levels of activity is one of some 
importance, and in my view has not received the attention 
it deserves. What is the economical size of unit of pro- 
duction ?—is a question posed many times, but seldom 
answered—I believe we should address our minds to these 
matters and be able to help management thereon. 


In my view statistics is a much-maligned science. 
Much of the criticism is due to a lack of appreciation of 
basic principles, but some is warranted, usually by reason 
of the type or lack of data used rather than the methods 
used in portraying the conclusions. It is essential that 
the results may be trusted and therefore they must be 
properly compiled from adequate samples or experience. 
We should do well to inculcate into the minds of all the 
necessity for a proper ‘survey or base from which broad 
conclusions are drawn. 


4. Control 


With the substantial increase in the range of commercial 
operations that has followed the Industrial Revolution 
and the increase in the size of operating units, it has been 
necessary to provide for the delegation of work and a 
sharing of responsibilities. The fact remains, however, 
that primary responsibility must rest in one person or a 
small number of persons, and we have a great part to play 
in the integrating of the various operations into a 
functioning whole. 


Our knowledge and skill should be used as a counter- 
part to the technical knowledge of our associates; we can 
provide some of the. essential tools of management, but 
do not let us think that a business can be run by a managing 
director or the chief executive by the use of accounting 
statements only. He represents the focal point through 
which the policy of the board of directors is translated 
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to productive, executive or administrative action, involy 
ing as a primary consideration the human facior on which 
the success of the undertaking largely depencis. 

One of the main problems that falls to be tackled in our 
present struggle—and, indeed, in the long term if we are 
to prosper—is the elimination of waste. Waste occurs i 
many ways, but from the national standpoint it may be 
summarized as : 


(i) Loss of imported materials ; 
(ii) The prodigal use of national material resources . 
(iii) Unproductive effort. , 


To eliminate waste effectively it is necessary to know of 
its extent at any point of time—it is an insidious disease 
and one that must constantly be kept under treatment 
It is vital to our economy that costs be kept at their 
minimum, a proper minimum, but how can this be 
achieved without knowing where such costs can be reduced? 

Reference has already been made to standard costs and 
budgets, and it is by their use that the extent of certain 
waste can be detected and measured. Consider for a 
moment the following causes of losses or reduced profit 
which arise on a comparison of actual with budgeted 
results : 


(a) Increase in costs outside the control of management, 
such as, increased cost of raw materials. 

(6) Increase in costs within the control of management, 
such as, increased wastage in raw materials, or 
lower output per man-hour due to, for example, 
machine faults, longer training times, lack of flow 
of materials, etc. 

(c) Lower volume of production or sales. 

(d) Reduction in selling prices or increased discounts 
and rebates. 


The above illustrate how necessary it is to break down 
the results to locate the differences. It is necessary, too, 
that the information providing this detail is rendered 
available to those concerned at reasonably frequent 
intervals and as soon after the end of the period as is 
possible. The information should be rendered to enable 
management to effect a cure rather than provide the 
evidence for a post mortem. 


The form of control will be exercised through a number 
of channels, such as: production, quality, stock, sales, 
and finance. Each of these provides subject matter for a 
detailed exposition, but in passing it is worth noting : 

(a) Production Control 

The effect on cost of changes in the volume or 
flow of production. 

(6) Quality Control 

The extent of wastage due to the production of 
sub-standard goods. 

(c) Stock Control 

The relationship of stock to usage. 
(d) Sales Control 
The relationship of sales to cost of distribution, 
to stocks of finished goods, etc. 


(e) Finance Control 
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The extent of working capital, and its form in 
relation to stocks and debtors ; losses arising 
from bad debts and the cost of excessive finance. 


In addition to these there is the general problem of 
control of expenditure and expense in regard to which 
management will also look to our profession to assist 
hem—it is here that the use of budgets will be helpful, 
not only in the sense of a forward estimate but as a flexible 
instrument to measure and compare planned, actual and 
potential at appropriate intervals. 


5 Mensuration 

One would have expected that by this time we should 
have established principles which would have determined 
how certain terms are evaluated, but I submit there is a 
lamentable lack of certainty in this respect. Three 
important terms are capital, profit and depreciation, 
but all would agree that each of these does not convey any 
single meaning—it may be that they cannot; if so, they 
should not be used for all purposes but suitably qualified 
wherever possible. 

One concept of capital is that of a fund provided by 
unspent income, whether initially by proprietors out of 
their personal financial resources, or undistributed profits 
of the joint undertaking. Another concept is that of the 
physical assets represented by the expenditure of such 
funds. In times of changing monetary values, particularly 
where such changes occur in comparatively short periods, 
the provision of funds to maintain physical assets or pro- 
ductive capacity must be materially influenced by 
the assessment of profits, by the taxes levied thereon, 
and by the sums distributed to proprietors as share- 
holders by way of dividends. If this latter concept 
of capital be correct, it would seem not illogical to apply 
it to Current or circulating assets as well as to fixed assets, 
and if that be accepted it might be difficult to justify as 
distributions of profit some of what has been paid in 
dividends in the last few years. 


In regard to profit or income, it is essential that this be 
fairly and consistently measured, involving as a primary 
consideration the valuation of stock. We are not valuers, 
but we can, and should, render the maximum service to 
management on this subject. The disclosed profits for 
respective periods are used for a variety of purposes, not 
the least the assessment of taxes, but one usually finds in 
practice that a different figure is required for almost every 
purpose. Apart from the matter of tax assessment, at 
present under consideration by a Guvernmznt Committee, 
there are profits as certified for prospectuses, commissions, 
etc. A great deal remains to be done on this subject of 
the measurement of income and it is for our profession 
to take the lead and assist in the promulgation and adoption 
of methods for general application wherever this is possible. 

Reference has previously been made to what are called 
management ratios and indices of production—in the 
method of calculation of which we can do much to ensure 
uniformity. 

6. Limitations 


Reference has been made to the fact that our work 
should not be confined to expressions in monetary terms, 


and that use should be made of ratios, percentages and the 
like. It is evident that what is expressed should be fully 
dimensional and thus convey the maximum information in 
terms, 


We should appreciate the limitations of certain expres- 
sions and see to it that whatever is given conveys to the 
reader the facts with the minimum of qualification and 
does not represent a mass of meaningless or misleading 
symbols. 

Let all appreciate the limitations of a balance sheet, 
an earnings or cost statement for a short period, the 
expression stock turnover, current assets and others that 
will doubtless come to mind. In doing so let us understand 
the difficulties of our technical colleagues in industry or 
commerce in appreciating that ours is no exact science, 
and that while a photograph may illustrate a feature at a 
point of time, the picture may well be quite different when 
taken from a different standpoint or at some other point 
of time. Is the cost of production identical for any two 
days? But are we not inclined to say with some certainty 
that the cost of production for the three months was {x 
per ton ?—true in itself, but the costs for each of the months 
may have been £x minus 1, £x and £x plus 1 respectively. 

Our duty is to be as precise as possible without needless 
or petty reservations, but also with an overriding appre- 
ciation of the purpose to which our conclusions may be 
put and of the standing of the person reviewing them. 

There is scope for research in this field to minimise the 
limitations that at present exist and to ensure that no more | 
or less can be attributed to a statement, etc., than is 
warranted. 


7. Presentation 

Success in management is due at least in part to the 
judicious delegation of responsibility to those most con- 
cerned in the respective sections of the organisation, and 
it is necessary, therefore, that with responsibility there 
should be provided the means of exercising it. In certain 
respects this requires that those concerned be furnished 
with information from the accounting records. 

While it is necessary that the salient facts should be 
presented as early and as frequently as practicable, it is 
eminently desirable that the facts should be properly 
presented. Statements should be prepared with the 
following in mind: clarity, certainty and brevity, the 
degree of the last two being governed by the purpose of 
the statements and the time available to the persons to 
whom they are presented. A great deal of the value of 
excellent work by accountants is lost by the lack of the 
art of presentation. The busy executive or administrator 
requires the salient figures or facts, not a mass of detail. 
The latter, however, should be available to those concerned 
therewith, but a well-drawn statement giving appropriate 
emphasis will be appreciated by all. 

The three attributes of clarity, certainty and brevity 
referred to should be secured in the greatest possible - 
measure, but while certainty should not be sacrificed for 
brevity, and vice versa, a due sense of proportion is necessary. 
It is here that the subject of approximations should be 
considered and applied. The use of ‘three significant 
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figures in a result may well prove sufficient for many 
purposes, but clearly the number to be used is that 
necessary, but only necessary, to appreciate the import of 
the statement. 

This leads to a consideration of the desirability of the 
use of standard terminology and uniform presentation 
where our profession can still do much to ensure the ready 
interpretation of accounting statements. While it is not 
everyone who would assert that uniformity is as drab as 
khaki, most will agree that it has its advantages in certain 
circumstances. In the sphere of accounting there are 
obvious advantages in the use of common nomenclature 
and definitions, with consequent advantages in analysis 
and comparisons. 


8. Statutory requirements 
While it is clearly the duty of all to obey the law, there 
is, I think, a particular duty that falls to our profession 
having regard to our training, our close touch with financial 
matters generally, and the matters with which we are 
directly concerned. It is not uncommon to hear such 
remarks as: “I leave that to my accountant ”’—‘I rely 
on my accountant to keep me straight in such matters ”»— 
and while we leave our legal colleagues to advise on general 
matters of law, we should be able to deal with those 
statutory requirements as regards accounts and matters 
appertaining thereto. 

We should be prepared to advise on such matters as 
price control where the method of control requires the 
use of costing or accounts, census of production forms 
and last and by no means least, taxation. 

While we have certain duties to those who employ us, 
I feel we must also have regard to the responsibility of our 
profession to the community. I hold the view that we are 
concerned with more than the minimum requirements 
of statute—we havea moral duty, too. It has been con- 
sidered necessary to include in the Companies Act, 1948, 
many new requirements as to disclosure, matters dealt 
with most cogently by Sir Frederick Alban in his speech 
at the annual general meeting of the Society, but:should 
this have been necessary, and have the resulting enactments 
provided the best solution? I think not. 

There are many examples available where members 
of our profession have been responsible for taking the lead 
in the matter of form of and degree of disclosure in accounts; 
let us see to it that we, too, play our part in raising the 
level of informative disclosure consistent with the attributes 
of clarity, certainty and brevity to which I have already 
referred. I believe management would appreciate the 
fullest help and co-operation in this field. 

The matter of taxation and our duties to our employers 
and our professional responsibilities is one that warrants 
a separate discussion, but appreciating the importance 
of the matter in the present context I state my personal 
views thereon. 

It has been said by a leading member of the Judiciary 
that the subject is entitled to so arrange his affairs that 
within the law he pays the minimum of taxes, and with 
the present high rate of tax this may well be a matter of 
greater importance than when the statement was made. 
I take this to mean that the taxpayer should pay no more 
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than the law requires and take all reasonable 
that end. But, in my view, it does not justify 


us in devis} 
schemes to take advantage of technical loopholes Ne 
} : " 


does it justify the non-disclosure to the Inspector of Te 
of contentious items, which should be debated and decided 
on their merits and not decided ex parte. 


I believe management and the country «ve entitled " 
expect such conduct from us. 


g. Policy 
It is not possible in a paper of this kind to deal with all 
the various matters of policy on which we may be cop. 
sulted by management—the following appear to be of 
importance at the present time, and the »pportunity js 
taken of touching upon some of the considerations which 
arise : 

(i) The extent and form of original capitalization or of 

additional capital ; 

(ii) Dividend and bonus distributions ; 

(iii) Re-deployment and re-equipment ; 

(iv) The extent to which certain articles or services 
should be purchased or produced within the 
organisation ; 

(v) Efficiency audits. 

Dealing separately with these subjects : 

(i) Capitalization. In a period of changing money 
values it is of importance to measure as closely as possible 
the permanent financial requirements and thus avoid over- 
capitalization. The form of asset cover and probable 
variation in profits are factors to take account of in deciding 
whether capital be obtained in notes, debentures, prefer- 
ence or ordinary shares. Stamp duty may well be a 
consideration, but probably of greatest importance is 
whether redeemable capital should be issued, and if so, 
the terms of redemption. 


(ii) Distributions. In considering the extent of dividends 
it is clearly necessary to have regard to the diminution 
in working capital occasioned thereby. There remains 
the important question of maintaining the productive 
capacity of the business, a feature touched upon earlier in 
this paper. While it is not possible in many cases to set 
aside sufficient to meet the difference between original 
and ultimate replacement cost of plant, it is clearly the 
duty of those concerned with the direction of industry to 
be fully aware of the extent of this diminution in ultimate 
productive capacity and determine the dividend policy 
with this in mind. 

While the issue of free bonus shares does not affect the 
capital employed in the business, the implied increase in 
dividend distribution ought not to be lost sight of; and 
should the bonus distribution be in the form of prior types 
of capital, the effect on the equity capital may well be 
significant. From the shareholder’s point of view the 
capitalization of reserves can be of little value and may 
ultimately involve a formal reduction of capital to extinguish 
losses that may be incurred which could otherwise be 
written off against the reserves that are capitalized on a 
bonus issue. 


(iii) Re-deployment and re-equipment. With the changes 
necessary on the switch from war production to peacetime 
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reduction, there became evident the realisation that 
P “h the passing of the war years there was lost a period 
es which normal improvements in manufacturing, etc., 
vechnique would have been made and part re-equipment 
fected. Further, it was found that the numbers and type 
of labour available were different, sometimes materially 
~o, from pre-war experience. These factors, combined 
with the natural desire on the part of management to 
increase efliciency and reduce cost, led to a review of the 
lavout of factories, etc., the tasks of operatives and their 
method of payment, the form of manufacture and the 
production indices. 


Due to the substantial change in the purchasing power 
of the £ management has reviewed the cost of re-equipment 
in relaton to capital funds available, savings in number of 
operatives employed and in the cost of production ; further, 
the speeches of chairmen of some of our leading industrial 
undertakings have stressed the necessity of considering 
the additional cost of depreciation and servicing of capital 
ysed for this purpose. I believe it is necessary to give a 
great deal more serious thought to determine what is best 
in all interests in the case of industries and their con- 
situent members. This is no easy problem and there 
are many factors difficult of quantification to be taken 
account of, but some of them require evaluation and we 
should be prepared to render the utmost assistance to 
management in making their decisions on this important 
subject, which may prove to be of vital necessity. 


(iv) The extent to which certain articles or services should be 
purchased or produced within the organisation. This problem 
is not an uncommon one and its solution depends largely 
on the circumstances of the individual case. Its proper 
solution may well be of importance and have a distinct 
bearing on the extent of capital to be employed. The 
dispersion of effort into what may be unremunerative 
fields of activity is to be deprecated, but the smooth running 
of a business may only be ensured by the performance 
within the organisation of services secondary to the main 
manufacturing effort. 


Should those services departments be based on the 
minimum requirements of the organisation leaving any 
excess to be acquired outside, or should they provide for 
at least the maximum and sell the excess ? Such alterna- 
tives may be put to us and we should be able, after review- 
ing the individual case in some detail, to advise the 
management on the financial implications of each. 


(v) Efficiency Audits. Reference has been made earlier 
herein to the use of standards, management ratios, 
production indices, etc., as the yardsticks to enable com- 
parisons to be made and performance judged. We have 
noted also how necessary it is for these standards to be 
fairly measured and stated, but that they may include 
elements of waste or loss. 


In periods of competition, the amount of price and the 
form of the price structure was largely determined by. the 
extent and nature of the competition, but to-day there 
exists a large field of production and service where the 
full forces of competition are absent. How are we to 


be satisfied that such prices or charges are reasonable ? 


General comparisons within the country cannot always 
be made, and those made with other countries have to be 
made in the light of many factors, including the respective 
standards of living. It will, however, be necessary for 
effective comparisons to be made wherever possible to 
ensure that steps can be taken to reduce waste in resources 
and in the use of available effort. It is not sufficient to 
show that this undertaking is making a profit of £x or 
that its loss was insignificant, the state of our national 
economy demands that x be reasonable but with the 
maximum benefits passed on to the consumer in terms of 
lower charges or prices. 


This is largely a new field, but one in which we clearly 
can and must make a contribution. I believe that the 
days of increasing prices are nearly at an end and that 
industry and commerce are now more concerned with a 
scrutiny of costs of all kinds to provide a saving of a lasting 
character, rather than pursuing the alternative of increas- 
ing prices. The advent of a buyer’s market has focused 
attention again on the necessity for the control of costs 
and of their amount—a task of management in which 
we have a leading part to play. 


The problems of management in. both industry and 
commerce are ever changing and require the constant 
review of existing methods of manufacture, servicing and 
distribution, and in, this connection there will doubtless 
arise at various times a consideration of increased stan- 
dardisation, specialisation and simplification. 


CONCLUDING REMARKS 


We have considered various aspects of the contribution 
we should be prepared to make and there is little need to 
stress them further, so in concluding this paper I propose 
to summarize in general terms. 


Let us see to it that our approach to the problems is a 
practical one and the solutions we advocate are practical 
also. They should have due regard to our obligations to 
our employers and the community, and not be inconsistent 
with principles established in the Christian doctrine for the 
welfare of humanity at large. 

As part of a team let us use those gifts with which we are 
endowed and the experience gained in our training. The 
quality of our contribution will help set a standard for 
others which, if in keeping with our tradition of giving of 
our best in times of emergency, will ensure our victory in 
the economic battle in which we now find ourselves 
engaged, and which we must win if we are to maintain 
our present standard of living and not lose the benefit of 
the great progress made in science and in the social services. 

Finally, may I again revert to the question, “‘ What 
may management expect from the accountancy pro- 
fession?”’ The answer simply stated is: “ Service ”— 
not in terms of placid or passive obedience but as a 
dynamic instrument in providing within the bounds of 
our competence just what is required of us by management 
at the time it requires it. In submitting to you this 
proposition of the rendering of service may I say that the 
extent and the rendering thereof is, in my view, the 
measure of success of much more than the accountancy 
profession. 
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Companies Act, 1948—XXIII 


SHARE CAPITAL—II 


a 


This article is the twenty-third in a series on the new company law. The first, a general article on the Companies Act, 1947, appeared in our issug 
September, 1947, and subsequent articles have dealt with the following special aspects : y 


Company Balance Sheet and Profit and IX. Bookkzeping and Accounts. XVI. Board of Trade Investigations 
Loss Account, etc. X. Points to Note. XVII. Debentures. ' 
Ill. The Exempt Private Company. XI. Accounts of Holding and Subsidiary XVII. Penalties. 
IV. Disclosure of Payments to Directors. Companies. XIX. The Companies ( Winding-Up) Rules 
V. Meetings. XII. Receivers and Managers. 1949. , 
VI. Prospectuses. XIII. Transfer and Transmission. XX. Annual Returns and Returns of 
VII. Auditors. XIV. The Winding-up of Companies. XXI. The Responsibilities of Directors, 
VIII. Articles of Association & Annual Returns. XV. The Protection of Minorities. XXII. Share Capita'—I. 


MANAGEMENT OF CAPITAL . 
(i) Alteration in Capital (Section 61) 
CAPITAL SUBSCRIBED TO A COMPANY IS REGARDED AS 
fixed and permanent, but certain alterations in its condi- 
tions may be made. 

(a) Capital may be increased in accordance with the 
provisions of the Articles of Association. If an increase in 
the nominal capital is involved, notice must be given to 
the Registrar within 15 days of the passing of the appropriate 
resolutions and payment of the appropriate stamp duty 
must be made (Section 63). 

(6) The company may consolidate or divide its shares ; 
for example, each £1 share may be converted into four 53s. 
shares, or, conversely, four 5s. shares may be consolidated 
into one £1 share. Either of these alterations may facilitate 
Stock Exchange dealings, according to circumstances. The 
accountancy of the alterations will merely require a transfer 
of the shares from a capital account bearing one title to 
that bearing the other title. Consolidation or a division of 
shares must be carried out by a resolution of the company 
in general meeting, and the procedure must be in accord- 
ance with the Articles of the company. 

(c) Paid-up share capital may be converted into stock 
or the stock may be reconverted into paid-up shares of 
some other denomination. The distinction between shares 
and stock is, of course, that stock is held in bulk and not 
divided into equal parts as are shares; it can be bought and 
sold in fractions of any permitted amount. 

(d) Shares which, at the date of the passing of the 
resolution, have not been taken up, or agreed to be taken, 
by any person may be cancelled, and the amount of the 
nominal share capital diminished by that amount. Such 
a cancellation is not deemed to be a reduction of share 
capital within the meaning of the Act. 

(e) Provision is made by Sections 66 and 67 for the 
reduction of share capital of the company. The necessity 
arises most frequently from (i) a trading loss, or a loss in 
capital values, as a result of which the company may have 
permanently lost some portion of its original capital, or 
(ii) certain changes of circumstances whereby a 
company may find that it has more capital than it can 


296 


By W. J. BACK, F.s.a.a. 


profitably employ and desire to return some portion thereof 
to the subscribers. In such cases, subject to confirmation 
by the Court, the company may, if so authorised by its 
Articles of Association, reduce its capital by special resolu- 
tion and may alter its Memorandum accordingly. 

It must be noted that where an alteration is made which 
involves an alteration in the Memorandum and Articles of 
Association, every copy of the Memorandum and Articles 
issued after the date of the resolution must be amended 
accordingly (Section 25). 

Section 62 requires notice of all such alterations as are 
set out above to be given to the Registrar within one 
month of the passing of the resolution. 


(ii) Records of Capital 

By Section 52 any allotment of shares must be notified 
to the Registrar within one month, and by Section 110 
every company is required to keep a register of its mem- 
bers, giving particulars of the names and addresses and of 
the shareholdings, together with a note of the date at 
which each person was entered upon the register as a 
member, and the date at which he ceased to be a member. 
If there are more than 50 members this register must be 
indexed to facilitate easy reference (Section 111). 

Section 195 requires the company to keep a register 
showing for each of the directors of the company any 
shares or debentures which are held by or in trust for 
him, or of which he has any right to become the holder, 
and the nature of the director’s “ interest or right in or 
over any shares or debentures recorded in relation to him” 
shall, if he so requires, be indicated in the register. This 
register must be produced on the commencement of the 
company’s annual meeting and remain open and accessible 
throughout the meeting. The effect of this section is, of 
course, to enforce disclosure of any dealings by the director 
in the company’s shares or debentures; the record of such 
transactions must include the price or other consideration 
thereof. Further, the date at which the record of transac- 
tions by a director in the shares of the company is to be 
made is the date of the contract of purchase or sale, so 
that if a director purchases and sells, within the currency 
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-, Stock Exchange Account, and never takes up 
. ae a record must still be supplied to the company 
seperti upon the register. Presumably bearer shares, 
ie in issue, fall within the provisions of this Section. 

P . is a basic rule of company legislation that the com- 
any must not enter on its register particulars of any trust 
relating to its shares (Section I 17), the purpose being to 
avoid affecting the company with knowledge of third party 
interests. The foregoing provisions do, in fact, require the 
record of third party interest in the form of trust holdings, 
but the position: of the company is safeguarded by Section 

105 (4): which says that where, for the purposes of this 
Section, 2 record is made the company is not “ affected 
with notice of, or put upon enquiry as to, the rights” of 
any such third party. 

Section 119 provides that in certain circumstances the 
company may maintain a “‘ dominion register ” of its share 
capital, and Section 120 prescribes regulations for this 


ter. 

- (iii) Annual Return 

By Section 124 every company having a share capital 
shall once at least in every year make a return to the 
Registrar, which shall give particulars of members and 
debenture holders and their respective holdings in the 
company, but by Section 124 (1) (c) the full particulars 
of members must only be given once in three years, the 
company filing instead a list of changes. Section 124 (2) 
makes provision for the returns of companies having 
dominion registers. 


CAPITAL IN PRIVATE COMPANIES 

As its name indicates, a private company is in principle 
one in which there is no public interest. It is owned by 
members of a family or by a few friends, and cannot invite 
the public to subscribe for its shares or debentures. In 
cases such as this the company is relieved from certain 
controls and publicity. By its nature its capital is privately 
found; it does not issue a prospectus and is not required to 
file “a statement in lieu,” nor is any minimum subscrip- 
tion to be fixed or any restrictions placed upon the point 
at which it may commence trading. It is not prohibited 
from receiving capital from sources outside the original 
group, but it is prohibited from advertising for outside 
capital. In other matters the provisions and conditions 
already set out are applicable to private companies, 
whether “‘ exempt ” or not. 


SHARE CAPITAL IN LIQUIDATION 


It is in the nature of a limited company that the liability 
of its members is limited to the nominal amount of the 
subscribed shareholding, and in liquidation, whatever the 
loss to the creditors, it is impossible to go beyond this 
principle. If, however, the shares have not been paid up 
in full, and the assets in the hands of the liquidator are 
insufficient to pay the creditors in full, together with costs of 
liquidation, there is a liability on the shareholder to contri- 
bute to the assets of the company up to a sum equal to the 
portion unpaid; such shareholders are known as “ con- 
tributories,”” and the liquidator has the duty of setting out 
adouble list. List A consists of those who were still members 
at the date of the commencement of the liquidation, and 


the amount set against their names is the capital unpaid 
on the shares standing in their names. List B consists of 
persons whose membership terminated within one year 
before the liquidation began and of the shares they owned. 
The first liability in this case is on the list A holder of these 
particular shares, but in the event of this holder being 
unable to make the payment, the liquidator has recourse 
to the person or persons on list B, who held the shares 
indicated by the same number, with the proviso that a 
list B shareholder is not liable to contribute beyond the 
extent necessary to pay debts contracted before he ceased 
to be a member (Section 212). 

When the debts and costs of liquidation have been paid 
in full, any surplus assets are the property of the share- 
holders and will be distributed to them in accordance 
with their respective rights as set out in the Articles of 
Association. 

OTHER COMPANIES 

In addition to the ordinary type of commercial company 
—that having the liability of its members limited by shares 
—there are also companies limited by guarantee, which 
may or may not have a share capital, and companies 
registered without limited liability which will have a share 
capital. Subject to certain necessary differences, as, for 
example, in respect of the limitation of liability for the 
debts of the company, the provisions set out in these two 
articles are also applicable to these companies. 


The Chambers of Commerce 


Mr. Arthur Knowles, 0.B.£., F.c.1.s., Secretary-General of 
the Association of British Chambers of Commerce, read a 
very informative paper on “ The Organisation and Func- 
tions of Chambers of Commerce ” to the recent Country 
Conference of the Chartered Institute of Secretaries. In all, 
there are several hundred Chambers of Commerce, but 
only about a hundred chambers are affiliated to the Associ- 
ation. These hundred chambers comprise the largest in the 
country and have an aggregate membership of some 
60,000 firms and individuals. It is claimed that they thus 
represent “‘a complete cross-section of the industrial, commer- 
cial and professional community.”’ Mr. Knowles givesseveral 
instances of their beneficial work in local affairs. Transport 
arrangements for the greater convenience of workers, the 
needs of industry and trade in education, town planning 
and postal arrangements—these give some idea of the 
range of complicated problems in which the chambers 
endeavour to serve their members and, indirectly, the 
public interest. The chambers also deal with a wide variety 
of personal problems. Almost all local institutions feel an 
imperative need for some central association to express their 
views nationally and it is noteworthy that the Association 
of British Chambers of Commerce was formed so long as 
ninety years ago. The Association has an executive with 
standing committees dealing with finance and taxation, 
overseas trade, and home affairs and transport. The study 
of legislation, consultation with Government Departments 
and co-operation with other national bodies are some of 
the matters with which the Association is continuously 


engaged, 
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Points in Practice 


ACCOUNTANTS AS REGISTRARS 


IT FREQUENTLY HAPPENS THAT UPON A 
private company changing its status 
to that of a public company, and having 
its shares placed and quoted upon the 
Stock Exchange, the need is felt for an 
outside firm of registrars. 

It may be that the company is not a 
large one, and that the secretarial 
department has its time fully occupied 
with its normal duties and is unable to 
undertake the additional work which 
would be thrown upon it when the 
company’s shares have an _ active 
market. Furthermore, it may be felt 
that it would be advisable to have the 
expert guidance of a firm which is fully 
versed in the intricacies of Stock 
Exchange transactions, and, if the 
company’s registered office is in the 
country, to have a firm representing it 
in London. 

It is in these conditions that the com- 
pany’s accountants are often asked to 
act as registrars to the company and, 
indeed, many firms of accountants have 
specialised departments to deal with 
such matters. 


Appointment 


With the introduction of the new 
Companies Act, however, and the ex- 
tension of the disqualifications for 
appointment as auditor, some doubts 
arose whether some of the duties under- 
taken by accountants or their partners 
would affect their appointment as 
auditors, amongst these appointments 
being that of registrar to a company. 

The following Opinion of Counsel 
was therefore obtained by the Institute 
of Chartered Accountants, and is repro- 
duced from their excellent booklet 
The Companies Act, 1947 : 


We do not consider that a registrar is 
an officer of the company by reason of 
the fact that he is, under Section 50 (5) 
of the Companies Act, 1947, made liable 
in the event of certain defaults to the 
same penalties as is if he were an officer 
of the company. Indeed, if he were an 
officer ipso facto such a provision would 
not be necessary. In drawing the con- 
tract between the registrar and the 
company care should be taken to see that 
the contract ts “ for services” and not “ of 
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service.” If the contract is one for services 
then an accountant will not in our 
opinion be disqualified from appoint- 
ment as auditor if he acts or his partner 
or employee acts as registrar. But if the 
contract made the registrar a servant of 
the company, that is to say, if the 
company had the power to control his 
activities, the registrar, any partner of his 
or his employee would be debarred from 
acting as auditor by reason of Section 133 
of the Companies Act, 1929, as amended 
by Section 23 (2) (a) of the Companies 
Act, 1947. 


The most important parts of this 
Opinion have been italicised. 


Forged Transfers 


However, even assuming that the con- 
tract of appointment has been success- 
fully and correctly drawn up, the 
auditor, now acting as registrar, would 
be well advised to see that the company 
is protected as far as possible against 
forged transfers. Fortunately, these are 
not a frequent occurrence, but when 
they do happen they might have 
serious effects upon the company. 

In the case of a forged transfer the 
position is that the true owner is 
entitled to be replaced upon the 
register and to be paid any dividends 
which have been paid to the alleged 
transferee. Where the transferee under 
the forged transfer is still on the 
register, the situation can be cleaned up 
comparatively simply, by depriving 
him of his shares and reclaiming any 
dividends wrongly paid to him. 

If, however, such a transferee has in 
turn transferred his shares to a third 
party, and this third party has been 
registered by the company and re- 
ceived a share certificate, then the 
situation is both complicated and 
serious. Although the original trans- 
feree under the forged transfer has no 
rights against the company, the sub- 
sequent purchaser who has acted upon 
the share certificate issued by the com- 
pany and suffered any damage is 
entitled to recover full compensation 
from the company. Alternatively, the 
company would have to procure an 


equivalent number o/ 
true owner. 

In order, therefore 
risks and their effects 


shares for the 


» © Mitigate these 
as far as possible 


the registrar should advise the com <a 
. ‘ Pany 
of the following precautions which may 
be taken : _ 
(1) See that in the case of all transfers , ag Wall T! 
transfer notice is sent to each trans. Mi carious Si 
feror advising him of the intentio ” a 
to act upon the transfer lodged whe age 
he objects within a specified time, say This 
three days. : First of 
(2) Adopt the Forged Transfer Acy, Mam come WE 
1891-1892, in the Articles of Associa. im adopt 4 
tion. These Acts permit a company gudents 
to pay compensation in respect of ' I 
losses suffered through a ae np 
transfer, and to build uP a com. - tol 
pensation fund by charging a Mm’. ; 
additional fee on each transfer, not to -i ? 
exceed 18. for every £100 nominal of Me" 
shares or stock transferred. Sumy fy OY 4 
may also have been set aside out of benefit f 
profits to assist in the creation of this Mm The 4 
(3) Take out a forged transfer policy with 9} Moreov' 
an insurance company. now spe 
compan 
But whatever precautions are taken J even, t 
they will in no way lessen the responsi- 4 wor 
bility of the registrar to take every step J ... wor 
possible to detect a forged transfer Jf or work 
before the transfer is registered. fn the ' 
the em 
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Hints for .Examiners 
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WsILE THERE 15 A PLETHORA OF BOOKS AND PAMPHLETS OF 


| ey various sizes and hues offering sage advice to the struggling 
tention JF dent, no solicitude seems to be shown towards examiners. 
unless HM ri; article aims at repairing this state of things. 
ney first of all, may it be hoped that the time will eventually 
Acts Mi come when the Society of Incorporated Accountants will 
Ssocig. MM adopt a modification of the American system, whereby 
pany MM qudents are permitted to take text books into the examina- 
ect of MM ion room ? While this would be impracticable in the case 
forged of the examinations of the Society—each student would 
Com- i ed to bring a bookcase with him to cope with the syllabus 
Se copies of the principal relevant Acts could be placed 
ian on each examinee’s desk, that would be a notable advance. 
Sum Only a student who knew where to look could possibly 
ut of I benefit from this practice, because of the strict time limit. 
f this IJ The examination would take place in conditions approxi- 
mating more closely to those in the accountant’s office. 
with J Moreover, the student could use more profitably the hours 
now spent laboriously memorising such facts as whether a 
company return has to be filed with the Registrar within 
ken [i even, ten or fourteen days. 
"s- @ 4 word about the time factor in the examinations. Why, 
rs one wonders, does the Society set such a premium on speed 


of working and, as a result, such a discount on accuracy ? 
In the vast majority of the work of a practising accountant 
the emphasis is precisely the opposite. Speed remains 
highly desirable, but the paramount need, especially in 
auditing, is surely for strict accuracy. A second’s slip can 
vitiate the work of several days—bank reconciliations and 
personal ledger total accounts come readily to mind in this 
connection. This inexplicable stress on speed at all costs 
tends to result in the volatile “‘ hit-or-miss ” type Jf student 
frequently coming out of the examinations with a higher 
place than his more accurate and painstaking colleague. 


The severity of the time limit in current examinations can 
be gauged from an experiment recently carried out by some 
students. A practising accountant was asked to read a 
recent Final Accounts paper as if preparatory to tackling 
it~to study each question carefully until he was able to see 
exactly how he would proceed to answer it. His timing 
was rather under an hour. Then draft answers were pre- 
pared and a student asked to copy them out with reasonable 


almost an hour and a half merely copying out the answers. 
As the time allowed in the examination is three hours, it 
will be seen that about half an hour remains for the actual 
working out of the six questions, not to mention any allow- 
ance for snags or correction of minor slips. 

Students can perhaps be forgiven for looking sideways at 
txaminers for their prevailing practice of allowing no choice 
of questions save in certain ancillary subjects. Throughout 


By AN EXAMINEE 


tidiness and legibility. Working at top speed he took 


his studies the conscientious student is acutely aware of this 
lack of any margin of safety. 


No indication is given on the papers of the numbers of 
marks carried by each question.* As there is no choice, the 
inference is that some of the questions are rated of greater 
importance than others and consequently bear a higher 
percentage of marks. If this assumption is correct, the effect 
is to make fallacious the argument that it is the same for 
everybody. The wise student rarely tackles the questions 
in the order set in the paper and the operation of the time 
limit precludes an adequate answer to all the questions. 
Thus the examinee, when faced with a paper, feels like a 
bewildered punter wondering which horse to back, the 
only difference being that the punter rarely plays with such 
high stakes as the unfortunate examinee, whose destiny 
may conceivably depend upon his choice. 

however, reforms on the lines suggested above will 
probably not take place until we ourselves are elected to the 
Council of the Society. In taking the first step towards 
this end—of obtaining membership of the Society—we shall 
proceed to draw the attention of the mysterious band of 
examiners to the main types of question to avoid. No two 
students would agree on what questions should be set, but 
there seems to be general agreement on those which should 
be avoided. 

The question which is most disliked is one couched in 
ambiguous terms, lacking any virtue of clarity. The 
student is left pondering on the obscurity of the question 
and wondering-just what the examiner wants. Like the cat, 
he will have to jump one way or another, but, unlike that 
happy animal, he cannot count on nine lives. There should 
be no need for guesswork as to what the examiner has in 
mind. Normally examiners are very careful in this respect, 
but occasionally a question crops up which causes bewilder- 
ment because the examiner is using words in a special sense 
perhaps without being aware of the fact. No doubt the 
examiner who asked “‘ What is the technique of auditing ? ” 
knew exactly what he wanted, but the question was viewed 
with dismay by examinees at a recent examination. The 
usual meaning of “‘ technique,” according to the standard 
dictionary, is “‘ mode of artistic performance.” It would be 
instructive to see the answers to this particular question! 


Another type of question which surely should be studi- 
ously avoided by examiners, is one which hinges on the 
examinee’s knowing one particular fact. Where a syllabus 
is as widely drawn as the Society’s, examinations have of 
necessity ‘an element of chance about them. To weight the 
scales of chance still further in this way (especially where the 
paper permits of no choice of question) is most unfair. Yet 

* See next page. 
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occasionally a question turns up asking, for example, the 
extent of an auditor’s liability in relation to Section 1066 of 
the Companies Act, with a second part of the question 
requiring the examinee to state in what circumstances an 
auditor could claim relief from the Court from such 
liability. 

An examiner should not resort to a “ catch” question 
without subjecting himself to an honest self-analysis. Is he 
sure that, in the unreal and highly charged emotional 
atmosphere of the examination room, he would un- 
doubtedly detect the catch ? There can, however, be no 
objection to such a question where the examinee’s attention 


A Reply 


is drawn to the possible presence of ceri:iin phenome 
as in the case of a recent question in 2 statistical ha~ 
requiring the examinee to criticise a table which ayy 
showed an error of transposition in the tota! figure, ta 
In general the student is prepared to believe that ¢ 
aminers are really quite human, and to ‘ 
scurrilous libel that they are paid commissj 


discount the 
on in inverse 


* Hints FOR EXAMINERS,” By “‘ AN EXAMINEE,”’ CALLS FOR A 
reply. I have personally answered similar suggestions at 
many meetings of students and have, on various occasions, 
explained the work of the Examination and Membership 
Committee, the Board of Examiners and the individual 
examiners and moderators. I will deal seriatim with the 
points raised. 


** An Examinee ” evidently appreciates that it is not really 
practicable to allow students to take text books into the 
examination room. If ‘ An Examinee ” will consider the 
number of principal relevant Acts which are covered by the 
Society’s examinations, he will surely appreciate that that 
suggestion is likewise impracticable, especially in view of 
the number of candidates and the number‘of examinition 
centres. 


The second suggestion, that the time factor should be 
abolished or modified, would not serve the interests of the 
candidates. It would destroy the time-table machinery, 
as obviously some candidates might over-run the morning 
session during the whole of the lunch interval and would 
then wish to retire for their own lunch after the papers had 
been opened and distributed for the afternoon session. 
Every effort is made to ensure that the time limit is reason- 
able and takes into account the reading of the paper itself. 
Candidates vary in the speed with which they can answer 
questions, but it is obvious that if the analysis of “‘ An 
Examinee ”’ were correct no candidates would be likely 
to pass. 

The proposal to give alternative questions, particularly 
in the accountancy papers, has been considered on many 
occasions. It has always been decided that such a course 
would not really be helpful to the students. It would mean 
that they would spend more time on the reading and digest- 
ing of the questions, and further, there is the very real 
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ratio to the number of passes in the examination, 1}, {§—— 
danger, as we see it, lies in the idiosyncrasies and personal 

foibles of the individual examiner. Perhaps on this note wa PRO’ 
can be forgiven if we end with the old Latin tag, Unix; ond ; 
dementia dementes efficit multos! i 
ast were 

those wit 

jess and I 

individua 

farming 

share of | 

these bei 
In son 
kept, but 

instances 

accounts 
nection 1 
assessme! 
difficulty of setting alternative questions which shall be of fo! ‘he ¥' 
exactly the same value in terms of marks. I agree that an cho 
indication of the marks awarded to each question, probably —" 
in the form of a percentage of the total marks of the paper, jg T"05# 
is favoured by the majority of candidates, but not by all, peat 
It is quite possible that this suggestion may be adopted nah 
in the near future.* result of 
Ambiguous questions are not set deliberately and, before J % "3 
being finally approved by the Board of Examiners, every actual p 
question is answered by a moderator and discussed by all aaa 
the examiners. “ Catch ”’ questions are never included in J The | 
a paper although a candidate may imagine there is a catch J 1951, a1 
where none exists. profits « 
I would emphasise the fact that our examinations are not ee 
merely a test of book knowledge. The whole examination J j.ssion, 
is designed to be a test of intelligence as well as of know- J practice 
ledge, and, as a broad distinction, I would say that know- JJ ence m: 
ledge is the storage in the memory of facts and theories, lable t 
whilst intelligence in the accounting field is the application J Losses 


of those facts and theories to practical accounting. If the 
If the day ever arrives when students and coaches are 
. : : Cie -, _ fm prepare 
entirely satisfied with the examination papers, then it wil 9)... ;,. 
probably mean that the Board of Examiners are failing in § \»:-4, | 
their duty. Section 
Let me conclude by saying that I think it is really kind of J lt 
“An Examinee”’ to express so much solicitude for the vgs t 
examiners, who will not be spoiled by a little more apprecia- ora 
tion of their particular difficulties! ie ie 
or losse 
* Since these articles were written the Council has announced that & interve 
the number of marks allocated to each question in the Intermediate Iilust 
and Final Examinations will be indicated. The practice will be JJ Schedu 
initiated with the examinations to be held this month. (Set J showec 
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TAXATION 


Assessment of Farmers, 1949-50— 
Some Reminders 


ed 


THE PROVISIONS OF THE Finance Act, 1948, 
whereby all farmers are assessable for 
1949°50 onwards under Schedule D, bring 
‘ato the net a large number of small farms 
that were under Schedule B in the past, i.e., 
those with a gross annual value of £100 or 
iss and not farmed by a company or by an 
dividual who was also a partner in a 
arming partnership which brought his 
hare of land farmed to more than £100— 
these being already under Schedule D. 

In some cases accounts will have been 
kept, but these are likely to be few. In most 
instances it will mean the preparation of 
accounts for the first time. In this con- 
nection it is to be noted that the 1949-50 
assessment will be based upon the accounts 
of the year ended in 1948-49. The farmer 
can choose whatever date he likes as his 
accounting date. 


Transitional Relief 

There is an important transitional relief 
for 1949-50, in that the farmer, who comes 
into Schedule D for the first time as the 
result of the transfer from Schedule B, has 
the right to claim to be assessed on the 
actual profits of that year, instead of on the 
previous year basis. Farmers already under 
Schedule D cannot make this claim. 

The claim must be made by April 5, 
1951, and assessment can be based on the 
profits either of the actual year of assess- 
ment or of the accounting year ended in 
it, The second alternative is strictly a con- 
cession, but is in accordance with normal 
practice in comparable cases. The differ- 
ence may be important where the farmer is 
liable to sur-tax. 


Losses 

If the farmer has had some bad times in 
recent years it will be to his advantage to 
prepare accounts, so as to show what net 
loss has been made within the period for 
which losses can be carried forward under 
Section 33, Finance Act, 1926. (As a 
result of Section 22, Finance (No. 2) Act, 
1945, this may include a loss as far back as 
the accounting period ended in 1936-37.) 
Accounts will be necessary for all inter- 
vening years to see how much of the loss 
or losses is still available after setting off 
intervening profits. 

Illustration. A farmer assessed under 
Schedule B had kept accounts which 
showed profits up to the year ended 


December 31, 1945. Thereafter his results 
were as follows : 


Year to Dec. 31. 
1946 Loss £540 
1947 Profit 180 
1948 .. - 800 
1949 .. bet - 600 
1950 500 


For 1949-50 he can allow the profit of 
1948 to remain as the assessment, i.e., 
£800, or he can claim to be assessed on the 
“actual” profits of 1949-50, selecting 
either 7°, x £600 + 3°; x £500= £575, or 
the profits of 1949, i.c., £600. From the 
final figure of assessment he can deduct the 
loss of £540 less £180 = £360, as this is 
the amount that would be available had he 
been under Schedule D always. 


Capital Allowances 


A person first assessed for 1949-50 under 
the above provisions will be entitled to 
initial allowances and annual allowances for 
wear and tear for any machinery or plant 
purchased in the basis year. In respect of 
machinery, etc., purchased earlier, he will 
also be entitled to annual allowances. For 
the calculation of these allowances, how- 
ever, he will be assumed to have had annual 
wear and tear allowances for all earlier 
years since the acquisition of the machinery, 
etc., i.e., the “‘ expenditure still unallowed ” 
will be the initial cost less any deductions 
already allowed (e.g., on a Rule 6, Schedule 
B claim), under Rule 6 of the Rules appli- 
cable to Cases I and II of Schedule D as in- 
creased by Section 18, Finance Act, 1932, 
or that Section as amended by Section 22, 
Finance Act, 1938, or which would have 
been allowed if he had been assessed under 
Schedule D throughout. 

It should be noted that no notional 
initial allowance is to be deducted in such a 
case, as it could not be claimed while the 
assessment was under Schedule B. 

Allowances under Section 33, Income 
Tax Act, 1945, can be claimed. This is 
always one-tenth of the capital expenditure 
on buildings, etc., for each of the ten years 
following the year of the expenditure. 

As a Section 33 claim could be made 
while the farmer was assessed under 
Schedule B, it is likely that allowances for 
past expenditure (made since April 5, 
1944) have been given against other 
income. If not, the allowances can be 
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brought forward and added to current 
allowances. In respect of the farmhouse, 
the relief is limited to one-third of the 
expenditure. 


Annual Value 

While it is usual to charge against 
profits the net annual value of a farm 
owned and occupied, and to debit the cost 
of repairs, etc., it must be remembered that 
if it is customary to make a maintenance 
claim under Schedule A, the gross annual 
value should be deducted, and repairs, etc., 
excluded. (This is necessary to avoid 
double disallowance of the repairs allow- 
ance.) Where repairs are heavy, it is often 
preferable to make maintenance claims, as 
the whole of the repairs, etc., to the farm- 
house can be included, whereas two-thirds 


_will be disallowed in the profits com- 


putation. 


Herd Basis 

An election for the herd basis can be 
made by a claim not later than April 5, 
1951, where 1949-50 is the first year of 
assessment under Schedule D, unless relief 
has already been claimed in 1947-48 or 
1948-49 under Rule 6, Schedule B, or 
Section 34, Income Tax Act, 1918. 


Stamp Duties 


THE BoarD oF INLAND REVENUE FURNISH THE 
following information regarding the Stamp 
Duties with which secretaries, registrars and 
other officers of companies are most usually 
concerned. 

Secretaries of companies and others whose 
office it is to register or enter any instrument 
chargeable with stamp duty are required to see 
that such instrument is properly stamped 
before registration or entry. In any case of 
doubt the Commissioners of Inland Revenue 
may be asked to adjudicate upon and assess the 
duty under the provisions contained in Section 
12 of the Stamp Act, 1891, and officers re- 
sponsible for registering instruments should 
suggest that applicants have recourse to this 
step whenever it appears to be in any way 
desirable. 

Any person, being the proper officer to enrol, 
register, or enter in or upon any rolls, books, or 
records any instrument chargeable with any 
duty, who enrols, registers, or enters any such 
instrument not being duly stamped, is liable to 
a fine of £10. 

Persons executing instruments in which all 
the facts and circumstances affecting their 
liability to duty, or the amount of such duty, 
are not fully stated, or who, being employed or 
concerned in the preparation of any instrument, 
neglect to set ‘forth such facts and circum- 
stances, are liable to a fine of £10. 

The duties are required to be denoted by 
impressed stamps, except in the follow cases : 
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Foreign Bills .. cs 
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or negotiation. 


Agreements under me Adhesive 


“ Bill ” 

be 
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celled before pay- 
endorsement 


postage 


8 ae ne .. | stamps may be used. 
Bill of Exchange on | Such stamps must 

demand (2d.) .. +be effectively can- 
Fire, Accident, etc., In- ce by the person 

surance Policy (6d.) | first executing the 
Receipts (2d.) .. .. _) instrument. 


Stamps of other countries are not recognised 
except the stamps of Northern Ireland and the 


Irish Republic. 


Instruments executed and 


stamped in either of these countries are deemed 
to be duly stamped in this country provided the 
amount of the stamp is not less than the amount 
chargeable on the instrument in this country. 


£ s. d. 


Accident Insurance Policy .0 0 
Agreement not otherwise charged with 
duty, under hand only or without 
clause of registration we 2.8 8 
Agreement not otherwise charged with 
duty, under company’s seal or with 
clause of registration as “4 
Bill of Exchange (Cheque), payable on 
demand or at sight or on presenta- 
tion or within three days after date 
or sight os PF Zs 
Bill of Exchange and Promissory Note, 
drawn or expressed to be payable in 
Great Britain and Northern 
Ireland. 
Not exceeding £10 .. cd oo 
Exceeding £10 but not exceeding £25 0 
» £25 » » £500 
” £50 ” ” £75 Oo 
” £75 ” ” £100 o 
» £100, for every £100 or part o 
Bill of Exchange, drawn and expressed 
to be payable out of Great Britain 
and Northern Ireland and actually 
paid, endorsed or negotiated in 
Great Britain and Northern 
Ireland : 
Not exceeding £10 ts ve 
Exceeding £10 but not exceeding 
£25 - i - <“s 
Exceeding £25 but not exceeding 
£100 es og a “‘¥* 
Exceeding £100, for every £100 or 
part ot mm ae in 
Bonds, Debentures, Mortgages and other 
Securities. 
I.—Registered and transferable only 
by instrument of transfer : 
Where the amount secured does 
not exceed £10 me ee 
Exceeds £10 and does not exceed 
Ce os e aa me 
Exceeds £25 and does not exceed 
£50 at is bis - 
Exceeds £50 and does not exceed 


£100 .. om si = 
Exceeds £100 and does not exceed 
Pa ee al 4 in 
Exceeds £150 and does not exceed 
ee an om oli 
Exceeds £200 and does not exceed 
£250 a, re 


o 10 


o oO 


== 0000 


o oO 
0 Oo 
o Oo 
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0 0 
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Oo 10 
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Capital (Share), per £100 or part of 


{£s3d 
Exceeds £250 and does not exceed 
£300... me Re . 015 0 
Exceeds £300, for every £100, 
and also for any fractional part 
of £100 of such amount So 3: 
If given in substitution for a duly 
stamped security, whether regis- 
tered or to bearer, for every 
£100, or part .. = a8 2 @ 
(Maximum duty 10s.) 


IJ.—Transferable by delivery 
(Bearer Securities) : 

(a) Repayable within not more 
than one year, for every £10, 
or part, of amount secured.. 0 1 0 
Repayable within not more 
than three years, for every 
£10, or part, of amount 
secured a <a i 
Repayable at a time exceed- 
ing three years. for every 
£10, or par’. of amount 
secured .4 we ~— os 
If given in substitution for one 
duly stamped under (c), for 
every £20, or part .. .0 4 0 

A bearer security given in substitution for 
a registered security requires the full duty 
of eight shillins gfor every £10, or part. 

The term “ amount secured ” includes in 
certain circumstances any bonus or premium 
covenanted to be paid when the bonds or 
debentures are redeemed. For instance, a 
bond of £100 which secures the payment of 
the £100 with a premium of £5 must be 
stamped for £105, unless such premium is 
payable only in consequence of some volun- 
tary act of the company. This rule applies 
alike to original and substituted securities. 

Where debentures are re-issued under the 
provisions of Section 90 of the Companies 
Act, 1948, either by the re-issue of the same 
debentures or by the issue of other debentures 
in their place, such re-issued debentures fall 
to be treated as new debentures for the pur- 
poses of stamp duty, and the full ad valorem 
duty is payable thereon. Similarly, if deben- 
ture stock is re-issued, further duty is payable 
either on the trust deed or by way of loan 
capital duty. 

In the case of substituted securities of any 
description chargeable with a reduced rate of 
duty, the duty can only be impressed thereon 
upon presentation of both the original and 
substituted securities at a date prior to the 
expiration of the original securities. When 
registered securities have changed hands, the 
transfers must be produced for inspection. 

- ee. 


£100 nominal 0 ‘ .- 010 0 
A stamped statement of the amount which 
is to form the nominal share capital of any 
company to be registered with limited 
liability under the Companies Act, 1948, is 
to be delivered to the Registrar of Companies 
before the company is registered. In the 
case of any increase of nominal share capital 
a statement must be delivered, duly stamped, 
within 15 days of the resolution of the 
company authorising the increase. 
ire Insurance Policy .. oe +0 0 6 


(6) 


(c) 


(d) 


Loan Capital, per £100 or yart ot £100 & ad 
. ‘ 56 
(Subject to deduction o: 4s. for each 
£100 which is applied in ; onversion 


Marine Insurance Policy. 


Power of Attorney, or other instrument 


or consolidation of existing loan 
capital.) 


I.—Where the premium or con. 

sideration does not excrced the 

rate of 2s. 6d. per cenim of the 

sum insured di m 

Where the premium or consideration - 
espressed to be a sum not exceeding the : 
ot half-a-crown per cent., snd is subject ; 
increase (whether defined or not in “ 
policy) in the event of the occurrence of : 
specified contingency, it shall be treated a 
one not exceeding the rate of half-a-crown 
per cent. But if, owing to the Occurrence of 
the contingency, the premium or Considera. 
tion is increased so as to exceed the rate of 
half-a-crown per cent., the policy or a ney 
policy to be thereupon issued shall be 
stamped with the additional duty payabj 
and may be so stamped without penalty at 
any time not exceeding thirty days afte 
the date on which the increased premium o 
consideration becomes ascertained. 


II.—In any other case : 
(a) For or upon any voyage : 


£sd 


Where the sum insured does 

not exceed £250 .. 003 
Where the sum exceeds £250 

but does not exceed £500 .. 0 0 § 
Where the sum exceeds £500 

but does not exceed £750 .. 0 0 4 
Where the sum exceeds £750 
but does not exceed £1,000 0 1 0 
Where the sum _ exceeds 
£1,000, for every £500 or 
fractional part of £500 ..0 0 § 
For time : 

Where the insurance is made for 
any time not exceeding six months a 
duty equivalent to three times the 
above amounts. 

Where the insurance is made for any 
time exceeding six months but no 
exceeding twelve months a duty 
equivalent to six times the above 
amounts. 

A policy of insurance on baggage or 
personal and household effects only, if 
made or executed out of Grea 
Britain is exempt from stamp duty. 


£3 


(6) 


in the nature thereof : 

For the receipt of the dividends or 
interest of any stock : 
Where made for the receipt of one 


payment only .. ba -» Ons 
In any other case connected with 
the receipt of dividends or 
interest . . .. @ BA 
General . 010 0 


An order, request, or direction 
under hand only from the 
proprietor of any stocks or 
shares to any company or to 
any officer of any company 
or to any banker to pay the 
dividends or interest arising 
therefrom to any person 
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poe the provisions of the 
Issu ies Acts—three times the 
oa duty chargeable on a 
ransfer for a consideration equal 
to the nominal value of the shares 


stock. 
tet py colonial and foreign com- 


panies, per £10 “a + Sa 
sper on sale or operating as a 
disposition inter vwos of 
sock, shares OF marketable securities 
where the amount OF value of the 
ensideration for the sale (or, in the 
ase of voluntary disposition inter 
rims, the value of the property) does 
got exceed £5 a = 
groeeds £5 and does not exceed £10 0 4 O 
gueeds £10 and does not exceed 
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LA £20 and does not exceed 
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£125 cn ee a oe 
Exceeds £125 and does not exceed 


Exceeds £150 and does not exceed 


£175 asi — os nc 
Exceeds £175 and does not exceed 
£200 + xa a Ne 
a Exceeds £°00 and does not exceed 
{5 Sti oe e. ee 
Exceeds £225 and does not exceed 
£250 - o e- - 
Exceeds £250 and does not exceed 
£275 es - bi yf 
Exceeds £275 and does not exceed 
£300 ne ae ie Pv 
Exceeds £300, for every £50, and 
also for any fractional part of £50 
of such amount or value t * Oo 
“Marketable security ”’ includes the regis- 
tered bonds and debentures, generally, of 
companies, corporations and public bodies. 
Atransfer of any stock, shares or marketable 
weurity operating as a voluntary disposition 
inter vivos, is chargeable with ad valorem stamp 
duty at the above rates on the value of the 
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samp of the Commissioners of Inland 
Revenue. Registering officers should there- 
fore decline to register any transfers inter 
vioos by way of gift, unless they bear the 
adjudication stamp. An exception may, 
wwever, be made where the transfers are 
samped with ad valorem duty upon the 
market value of the stock or securities at the 
date of the instrument, it being open to the 
mgistering officer to obtain the adjudication 
samp at any time subsequently, should 
necessity arise. 


By Section 42 of the Finance Act, 1920, 
special provision is made for the case of 
transfers to a dealer on a Stock Exchange, 
as therein defined, or his nominee, when the 
transaction to which the transfer relates has 
been carried out by the dealer in the ordinary 
course of his business. Such transfers are 
sufficiently stamped with 1os., if, in addition 
to that duty, they bear the special supple- 
mentary stamp under the terms of the 
Section, and should in no circumstances be 
registered unless they bear this stamp. 

A transfer made in liquidation of a debt 
or in exchange for other securities attracts 
ad valorem duty. 

Transfers executed under seal, by way of 
mortgage, of any stock, shares or marketable 
security, are chargeable, if the loan be 
disclosed in the instrument of transfer, 
according to the scale set forth under the 
head “ Bonds and Debentures.” If the loan 
be not disclosed in the transfer, and the 
transaction is disclosed by a further instru- 
ment, the further instrument, if under hand 
or’ is chargeable with the duty of 6d. or if 
un ft seal is chargeable according to the 
said scale, and in either case the transfer is 
chargeable with a duty of 10s. 

A transfer made to a body of persons 
established for charitable purposes only, or 
to the trustees of a trust so established, is 
excepted from the increased ad valorem duty 
imposed by the Finance Act, 1947, and 
remains liable at the rate in force immedi- 
ately before August 1, 1947. A transfer 
stamped at that rate is not, however, duly 
stamped unless it bears the adjudication 
stamp of the Commissioners of Inland 
Revenue. Registering officers should decline 
to register such a transfer stamped at the 


lower rate unless it bears the adjudication 


amp. 
fad 
Transfer of any other kind..fixed duty 0 10 0 

Included under this head are transfers for 

nominal consideration within any of the 

following categories : 

(a) Transfers vesting the property in trustees 
on the appointment of a new trustee of a 
pre-existing trust, or on the retirement 
of a trustee. 

(6) Transfers, where no beneficial interest 
in the property passes, (i) to a mere 
nominee of the transferor (ii) from a 
mere nominee of the transferee (iii) 
from one nominee to another nominee 
of the same beneficial owner. 

(c) Transfers by way of security for a loan 
or re-transfer to the original transferor 
on repayment of a loan. 

(d) Transfer to a residuary legatee of stock, 
etc., forming part of the residue divisible 
under a will. 

(e) Transfers to a beneficiary under a will 
of a specific legacy of stock, etc. (Note.— 
Transfers by executors in discharge, or 
partial discharge, of a pecuniary legacy 
are chargeable with ad valorem duty on 
the amount of the legacy so discharged.) 

(f) Transfers of stock, etc., forming part of 
an intestate’s estate to the person 
entitled to it. 

(g) Transfers to a beneficiary under a settle- 
ment on distribution of the trust funds 


of stock, etc., forming the share or part 

of the share of those funds to which the 

beneficiary is entitled in accordance with 
the terms of the settlement. 

(4) Transfers on the occasion of a marriage 
to trustees of stocks, etc., to be held on 
the terms of a settlement made in 
consideration of marriage. 

(i) Transfers by the liquidator of a company 
of stocks, etc., forming part of the assets 
of the company to the persons who were 
shareholders, in satisfaction of their 
rights on a winding-up. 

The evidence necessary to establish that a 
transfer is liable to the fixed duty of 1os. 
should take the form of a certificate setting 
forth the facts of the transaction. In cases 
falling within (6) or (c) such a certificate 
should be signed by (1) both transferor and 
transferee or (2) a member of a Stock 
Exchange or a solicitor acting for one or 
other of the parties or (3) an accredited 
representative of a bank; in the last case 
when the bank or its official nominee is 
a party to the transfer, the certificate, 
instead of setting out the facts, may be to the 
effect that “the transfer is excepted from 
Section 74 of the Finance (1909-10) Act, 
1910.” A certificate in other cases should be 
signed by a solicitor or other person (e.g., 
a bank acting as trustee or executor) having 
a full knowledge of the facts. 

Registering officers will in any case in 
which a marking officer’s certificate has not 
been given require such evidence in order to 
satisfy themselves that a transfer stamped 
with the ros. fixed duty is duly stamped. 

The Board’s arrangements at a stamp 
office for the stamping of transfers provide for 
their marking officer requiring similar 
evidence when an executed transfer is pre- 
sented to him for stamping with 10s. On his 
being satisfied with the evidence produced to 
him he will mark the transfer or the certificate 
containing the evidence with the words 
“ Transfer passed for 10s.” and his signature 
and office stamp. When such marking is 
made on the certificate the certificate will be 
returned to the person presenting the 
transfer in order that it may be available for 
production to the registering officer. 

The Board will not hold a registering 
officer liable to any penalty under Section 17 
of the Stamp Act, 1891, if he accepts a 
transfer for registration without questioning 
the sufficiency of the stamp when the transfer 
is thus certified by a marking officer or is 
accompanied by the evidence accepted and 
certified to be sufficient by the marking 
officer. In the latter case the registering 
officer should retain the evidence. 

A registering officer may thus satisfy 
himself by requiring and examining the 
evidence on his own responsibility or he may 
require that the marking officer’s official 
certificate be obtained. 

It is possible that cases may arise in which 
the registering officer, in consequence of 
special information in his possession, or for 
some other good reason, is not satisfied that 
10s. is the correct stamp notwithstanding 
that it has been passed by a marking officer. 
In such cases he may require that the transfer 
be formally presented for adjudication. 
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Taxation 
Notes 


Profits Tax Increase 


IN VIEW OF ENQUIRIES WHICH HAVE BEEN 
received by the Board of Inland Revenue 
regarding the proposed increase in the rate 
of profits tax on distributed profits which 
was announced by the Chancellor of the 
Exchequer in the House of Commons on 
September 27, the Board have been 
authorised by the Chancellor to make the 
following statement: 

It is intended to introduce, after Parlia- 
ment reassembles, legislation by which the 
rate of profits tax will be increased from 
25 per cent. to 30 per cent., with relief at 
20 per cent. (instead of 15 per cent.) on 
profits which are not distributed, with 
effect from October 1, 1949. It is proposed 
that the increased rate will apply to charge- 
able accounting periods commencing on 
or after that date and, in the case of charge- 
able accounting periods overlapping that 
date, to so much of the period as falls on 
or after that date. 

In order to prevent any advantage being 
gained by the declaration of increased 
dividends for a period falling wholly or 
partly before October 1, 1949, provision 
will be made that if the total dividends 
declared for any such period exceed the 
total dividends for the immediately pre- 
ceding period, the excess, to the extent that 
dividends for the first-mentioned period 
are declared on or after September 27, 
1949 (the date of the Chancellor’s statement 
in the House of Commons) will be charge- 
able in full at the increased :rate of 30 per 
cent. 


Effect of the Increase 


The increase of profits tax to 30 per 
cent. with non-distribution relief of 20 per 
cent. has, of course, the effect of charging 
tax at 10 per cent. on the whole of the 
profits plus an additional 20 per cent. on the 
net relevant distributions. 

There are some smaller public companies 
which have had some difficulty in main- 
taining their dividends ; it may be that the 
increase in profits tax, though small, may 
just tip the scale so that they will be forced 
to reduce the dividend. 

As an example, a company paying a net 
dividend of £16,500 (£30,000 gross) would 
need to have a profit of £40,000 under the 
new rates, compared with £38,333 under 
the old, or £30,000 if there were no profits 
tax. 
It must be admitted that a company 
should not be distributing so much profit 
that an increase of under 5 per cent. in the 
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amount required to meet the dividend 
would prevent the dividend being paid, 
but it must be remembered that the same 
rate has probably been paid for a great 
number of years, and has left a reasonable 
margin until the penal increase in profits 


tax in 1947. For example, to meet the 
above dividend (£30,000 gross) in 1946 
(assuming no E.P.T. was chargeable) the 
company needed only £31,579. The 
comparative computations are as follows : 


Pre-1947 
Profits .. £31,579 
Distribution 30,000 
Relief on 
Profits Tax Payable 
(N.D.C.5%) £1,579 
——— 


Many small companies, both public and 
private, retain family characteristics, and 
shareholders regard their dividends as “ as 
safe as the Bank.”’ While people who have 
to live on fixed incomes have suffered badly 
in recent years owing to the fall in the value 
of money, we have here an example of 
something that is going to add to hardship, 
as decreases in dividends may be inevitable, 
having regard to the uncertainties of the 
times which make it essential to add to 
reserves. 

On the other hand, the increase in 
profits tax of five per cent. will not in itself 
have much effect on a company whose 
profits are rising. The profits tax is allow- 
able as an expense for income tax, making 
the effective rate of increase in the burden 
of the tax two and three-quarters per cent., 
or 6.6 pence in the £. We sometimes 
wonder how much longer political policy 
can be allowed to intrude into, and produce 
these brakes on, business. If it were not 
obviously a political gesture, we might be 
forgiven for expressing despair at muddled 
thinking. 


Profits Tax—Distributions in 
Liquidation 


There seems to be some misunderstanding 
in certain quarters of the provisions of the 
Finance Act, 1947, regarding the charge of 
profits tax on distributions by a liquidator. 

Reduced to bare essentials, Section 35 
says that the gross relevant distributions 
include, in the case of the last chargeable 
accounting period in which the business is 
carried on, so much of any distribution to 
proprietors made after the end of that 
period (not being a dividend—since a 
dividend is a gross relevant distribution on 
its own merits) as is not allowable as a 
deduction in computing profits and is not 
a repayment of the nominal amount of the 
paid-up share capital together with the 
amounts of any share premiums which had 
been paid in cash. 


1947-1949 (Sept.) 
£38,333 at 25% = £9,583 


£8,333 at 15% = 1,250 


Examining the amount of the distribyt; 
in the liquidation, we find that : 


(a) It is necessary to take the ac 
payments by the liquidator as the hy: 
not any notional grossed-up figure, 
follows from Section 36 (2) which provid 
that where a distribution is one in resp 
of which the company is authorised , 
required to deduct income tax, the gro 
equivalent must be taken. As what is bein 


1949 (Oct.) onward 
£40,000 at 30%= £19, 
30,000 


10,000 at 20% = 9 


£8,333 £10,00 


considered here is “surplus” jin th 
liquidation, there is no right or require 
ment to deduct tax ; indeed, the payment; 
a capital one for income tax purpos 
(CLR. v. Burrell (1924) 9 T.C. 27), so ther 
can be no question of grossing-up the pay 
ment, even if, as it usually will do, it 
represents accumulated net profits [dj 
after charging income tax against th 
profits. 


(6) The paid-up capital is to be de 
ducted. There is no question of whethe 
the capital has been subscribed in cash 
otherwise ; so long as it is paid-up i 
counts! If at some time, therefore, th 
company has capitalised profits and en 
ployed them in paying up bonus shares, th 
bonus shares are paid-up capital and th 
repayment of them in a liquidation is no 
a gross relevant distribution. 


(c) In the case of premiums on share 
these can only be deducted where they 
were subscribed in cash. If the bons 
shares were issued at a premium, therefor, 
the premium could not be deducted. The 
position may be anomalous where share 
were issued in payment for the acquisition 
of a business, but the Act is clear—if th 
contract for sale provided for exchange 0 
cheques, the premium escapes being a gros 
relevant distribution, but if the allotment 
was for a “consideration other than i 
cash ” it does not. 

Having arrived at the amount of the 
gross relevant distribution, the net relevant 
distribution must be found in the usual way. 
If the gross relevant distribution exceed 
the profits of the period (before abatemen! 
plus the franked investment income, the 
excess will be liable to a distribution cha 
at 15 per cent. (after September 30, 194! 
20 per cent.) to the extent—and to tf 
extent only—that it does not exceed # 
profits on which there has been no 
distribution relief since January 1, 194) 
Perhaps the position can be made mos 
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stributi 

kar by assuming that a company was 
incorporated to start business on April 6, 
yj8, and went into liquidation on Sep- 
smber 5, 1949, having made the following 
profits : 

Year to April 5, 1949 

Period to September 5, 1949 
The only distributions were a dividend 
if £4,000 (gross) for the year 1948, and the 


he -acty 
the Dag) 


£20,000 
5,000 


iquidator’s distribution of the share capital, 
ward fi/;0,000, and balance of accumulated profits 
* £12,0@liafter paying expenses) £9,000. 


The calcuJation is shown in Table I. 


2,0 Had the liquidator’s distribution to 
members exceeded £21,000, the distribu- 
ion charge would be limited to £16,000 
bt 15 per cent., the amount of the previous 
elie.) 

It will be seen that, although sub- 
tantially the whole of the profits are dis- 
ibuted in the liquidation, only the net 
bmounts can be charged. The figures are as 
Giollows : 


1948-9 1949-50 

Profits £20,000 £5,000 

ist P.T. 2,600 1,850 
is 17,400 3,150 
ner Income Tax 7,830. 1,417 
va ; 9,570 1,733 
« @ 9,570 
d en 11,303 
eS, th Liquidator’s Expenses 2,303 
£9,000 


they This really represents £16,364 gross, but 
bonusinot for the present purpose. 


— Illustration. A company went into 
we liquidation on August 31, 1949. The 
el“ liquidator distributed £48,000 to the share- 
sition) olders. 


The paid-up capital, 
shown in Table IT. 

Assuming that disallowed directors’ re- 
muneration for the period to August 31, 
1949, amounted to £1,500, but no dividend 
“the—fwas paid, the computation would proceed 
as in Table III. 


Finally, the provisions of Section 36 (4) 
must be noted in the case of an amalgama- 
ton or reconstruction, as it gives the right 
to claim that (provided the consideration 
for the transfer of the business is mainly 
or wholly in shares in the transferee com- 
pany) the shares are not to be regarded as a 
distribution in the winding-up of the 
transferor company, and _ distribution 
charges on the transferee company will be 
made by reference to the non-distribution 
relief had by the transferor company. 


etc., was as 
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TABLE I. 


Profits Tax 


Profits year to 5/4/49 
Distribution (gross and net) 


Deduct 


Profits 5 months to 5/9/49 
Distribution (gross and net) 


TABLE II. 


20,000 £1 shares at <e 


£20,000 at 25% 
4,000 


16,000 at 15% 


£5,000 at 25% 
£9,000 


Distribution charge on £4,000 at 15% 


(of these, 15,000 were issued in 1947 as a bonus out of capitalised 


profits) 


Premium on Shares on £5,000, paid in cash 


” 2 


” 
The computations (since 1946) have been : 


Franked Investment Income 
Profits liable to P.T. vil 
Tax at 25% 


Gross relevant distributions 
(Dividends, etc.) £8,000 
Net relevant distributions 
1» X £8,000 = £6,000 
Non-Distribution Relief at 15% - 
on £3,000 as a 


Profits Tax paid 


TABLE III. 


Franked Investment Income 


Profits liable to P.T. £7,500 at 25% = 


Gross Relevant Distribution : 
Directors’ Remuneration 


Liquidator’s Distribution 
Less Paid-up Capital £20,000 
Cash Share 


Premiums 1,000 


1947 
£3,000 
£9,000 
£2,250 


on £15,000, bonus paid out of capitalised profits 


£20,000 


Years to Dec. 31 


£10,000 


12 x £10,000=£8,000 


£4,000 


Net Relevant Distribution : 
58 x £28,500 = 


Excess of gross revelant dis- 

tribution over profits (inclu- 

ding Franked Investment In- 
come) 


Distribution charge at 15%, 
_ limited to 15% on (£3,000 
+ £4,000) 


£19,000 


600 


£2,400 


£1,875 
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Service Men’s Arrears 
There seems to be some doubt as to the 
position of arrears of tax of service men, and 
reference can well be made to the statement 
by the Economic Secretary to the Treasury 
(Hansard, July 6, 1949, column 2276) in the 
course of the debate on the Finance Bill, 
viz., that no further notifications of tax 
liability would be issued, as from July 6, 
1949, in respect of war-time service pay 
received up to April, 1947. He made it 
clear that collection would continue in all 
cases where notification had already been 
sent out. The anomaly was recognised, but 
any such step in curing one anomaly is 
bound to create another. 

The step was extra-statutory, an adminis- 
trative one under the authority of the 
Chancellor of the Exchequer. 


E.P.T. Refunds and Bonus Shares 


Provided that it is quite clear that the full 
amount of the refund itself has been 
properly used, the Excess Profits Tax 
Refunds Advisory Panel would not raise 
objection to the capital reserve created by 
the receipt of the refund being capitalised 
(either alone or in conjunction with other 
reserves) for the purposes of an issue of 
bonus shares. 

This has been stated by the Advisory 
Panel in reply to the following inquiry from 
the Institute of Chartered Accountants : 


In paragraph 7 of its announcement of 
November 8, 1946, the Advisory Panel stated 
that “ the receipt of a refund will normally 
give rise to an increase in the net worth of 
the business concerned. . . . The Panel will 
expect this increase in net worth to be shown 
and maintained separately on the balance 
sheet of the business as a capital reserve.” 

Inquiries have been received from 
members of the Institute regarding the 
ultimate destination of the balance so held 
as a capital reserve, when the whole of the 
refund has been used in accordance with the 
provisions of the Finance (No. 2) Act, 1945, 
for developing or re-equipping the trade or 
business. It is desired to know whether in the 
case of a company which has so used its 
refund the Advisory Panel would approve of 
the amount of the refund being applied 
(subject to the sanction of the Capital Issues 
Committee where appropriate) for the 
purpose of an issue of bonus shares, in which 
case the refund would cease to be shown 
separately in the balance sheet. 


United Kingdom Rate 


The provisions of Section 52, Finance 
(No. 2) Act, 1945, whereby no repayment 
of income tax can be at a rate exceeding 
the net United Kingdom rate of tax by the 
company paying a dividend, gives rise to 
situations that confuse many taxpayers. 

As a simple example, take the case of a 
single man over 65 years of age, whose sole 
source of income is a dividend of £400 


306 


(gross amount) from a company with a net 
United Kingdom rate of 5s. in the £. His 
repayment will be as follows : 
Total Income £400 
Age allow- 

ance £80 
Personal ~ 


allowance 110 i1go0at5s.= £47 10 Oo 


-_— 


£210 
Reduced rate £50 at 5s. 12 10 0 
160 at 3s. 24 0 0 
Repayment £84 0 0 


This can be looked at in either of the 
following ways : 


Tax thereon 
Total Income £f400at5s. £100 0 Oo 
Age and Personal 
Allowances 190 
£210 
£50 at gs. £7 10 oO 
160 at 6s. 48 0 Oo 
55 10 oO 


Less D.T. Relief to 
which entitled 


£50 atgs) £7 10 Oo 
160 at 4s. 32 0 0 39 10 0 16 O Oo 


£84 0 0 


Normal repayment if United Kingdom rate 
equal to standard rate. 


£igoatgs. £85 10 o 
50 at 6s. 15 0 O 
160 at gs. 24 0 O 
£124 10 0 
Disallow relief on 
income not 
doubly taxed : 
£Ligoat4s. £38 o oO 
50 at Is. 210 oO 
40 10 0 
£84 00 


Profits Tax—Bonus Shares 


With the impetus recently given to the 
issue of bonus shares, the question is often 
asked whether the capitalisation of shares 
in such cases is a distribution for profits tax. 
The answer is “‘ No.” A distribution must 
comprise a division of assets. 

Looked at in another way, if the company 
is not director controlled, a distribution can 
only consist of : 

(a) any amount distributed directly or 
indirectly by way of dividend or cash 
bonus ; 

(6) assets distributed in kind (Section 36, 
Finance Act, 1947). 

A capitalisation of profits does not fit in 

to either of the above. 


Some doubts appear to have arisen jn; 
case of director-controlled companies byt 
provision (Section 36 (1) (c)) that ag 
tribution includes an amount which ; 
applied, whether by way of remuneratiy 
loans or otherwise, for the benefit of apn 
prietor. But the capitalisation of profiy; 
not the application of an amount for iy 
benefit of a proprietor ; he already has ty 
benefit of the amount—all that 4 
capitalisation does is to change its fom 
For example, if the capital of a company; 
100 shares of £1, and undistributed profi unds it 
amount to £20, the shareholders ay 
entitled to £120. If the profits are came’ *°° 
talised, making the issued capital f1j'Sb° 
they are still entitled to the same amounim '€4800: 

Finally, it must be obvious that thai % | 
could not fairly be a difference between sape"*OP™ 


controlled and a non-controlled compayyeult of 
in such a respect. bividend 
ax on di 
i equiti 


ecoverec 


PUBLICATION ise was | 

change 

} per ce 

BUSINESS CHARTS. By T. G. Reg™. 4 
M.I.MECH.E. Fourth Edition. (Sir lage ° 
Pitman & Sons, Ltd., London. Price 18, née" the ' 
was ann 

This work is designed as an elementan 14 ia 
handbook on methods of charting m§,., gilt- 
business. The text, some hundred-od Comiahie 


pages, covers a variety of forms of bh 
diagrams and graphs in so simple a manne Detaile 
that even the least imaginative reader magardly b 
grasp their principles and purpose. Thaight whi 
author contends that to have gone beyondiarge hol 
this stage might have reduced the value offf[here : 
the book as an introduction. He is wellMinderton 
qualified to assess the capacity of manageg® result « 
ment in this country to assimilate newvalues. 

ideas, however simple, but his_pessimisiong-tern 
on this score is a little disturbing. nterest s 
he econ 
nflation: 
xistence 
or mone 
interest 

pilt-edge, 
nly bee 


The diagrams are clear and self-explam 
tory, and there is little to criticise in i 
text. The discussion on the diagrammatic 
representation of a time series seems 
emphasise the need for creating a simple 
diagram and for discarding the wsul 
practice of plotting annual averages mit 


. meuent of 
way between the limits of the vertical. tl 
divisions marking the years and diy 05,07, 
relating to specific dates not midway buh | | a 


at the limit of the space defining the tip | 
period. thich vy 

It seems a pity that this useful little booger the 
which is incidentally also expensive, shou@g'w ap) 
be marred by leaving tables and diagramgpecn ent 
with the dates given in the original edite 
of twenty years ago ; similarly, it sho 


Overse< 

have been possible to have revised beyont 
the year 1936 the prices and data givelgpo far n 
in the excellent bibliography. ARI * for 
° ' nvel 
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FINANCE 


The Month 


unds in Retreat 
he stock market has been busy almost 
oughout the period attempting to secure 
reasonable adjustment of values to the 
bct of devaluation and to the various 
levelopments which are emerging as a 
sult of it. The threat of compulsory 
hividend limitation and the raising of the 
2x on distributed profits caused a setback 
n equities. By October 7 equities had 
ecovered most of this loss and everything 
se was well up. From that day there was 
change. In a week gilt-edged stocks lost 
} per cent. of their value and gold shares 
pme 4$ per cent., but British industrial 
quities showed a net rise on the fortnight. 
Dn the morning of that day, however, it 
yas announced that the general election 
yould not be held this year, with the result 
hat gilt-edged stocks immediately regained 
p considerable part of: their loss. 


Detailed movements in the Funds would 
tardly be worth tracing were it not for the 


@@izht which they throw on the attitude of 


arge holders to the future of these stocks. 
here can be very little doubt that the 
ndertone is definitely weak, or that this is 
b result of the earlier drop in fixed-interest 
But there are, of course, sound 
ong-term reasons for a weakness in all fixed- 
nterest stocks, both in the expectation that 
he economic climate is more likely to be 
nflationary than deflationary and in the 
ustence of large demands on this country 
or money to be raised by the issue of fixed- 
interest securities of gilt-edged or near- 
pilt-edged status. This pessimistic view lias 
uly been strengthened by the announce- 
nent of the Government cuts. Two days 
before these were announced the F unds, at 
105.07, and industrial equities, at 100.4, 
vere on the verge of establishing new post- 
var low levels. A technical rally followed 
which was continued in ordinary shares 
biter the announcement. The immediate 
lew appears to be that inflation has not 
been entirely counteracted. 


@verseas Borrowing 


Po far most of this borrowing is prospec- 


mvc, for the New Zealand issue consisted in 


P conversion and in a net repayment of 


in the City 


, debt to this country. But there is already 


news of two South African loans to be floated 
here, of borrowing by Rhodesia, and of 
more than one other issue by public 
utilities operating on the African continent. 
In addition, money is required from the 
public here to develop gold mines. This is 
happening at a moment when there are to be 
considerable cuts in the home investment 
programme, and when, also, we are being 
more or less compelled by circumstances to 
repay heavy sums on our debts incurred 
during the war. The latter scarcely affects 
the market, but the former certainly does 
and in so far as it substitutes overseas fixed- 
interest securities for the equity shares of 
home industrials, the effect is evident. 


But there are two factors which will affect 
adversely all United Kingdom _sccurities, 
namely, the raising of money by overseas 
companies which are not subject to divi- 
dend limitation and the purchase of shares 
in existing overseas companies for the same 
reason. The buying is almost all of South 
African shares for the reason that the Union 
is expected to reap the greatest direct 
benefit from devaluation. Indeed, there is 
danger of a resumption of boom conditions 
there, and the raising of the local “‘ bank 
rate ” from 3 to 3} per cent. is evidence that 
the Government is alive to the position. 
However, there is every reason to suppose 
that gold-mining development will be 
pushed ahead, and this country has already 
been asked to subscribe its share to two 
issues, made by General Mining and 
Western Holdings, whose gross total is 
some £4,750,000. The net result of all these 
factors to date as against the position 
existing on the eve of devaluation is re- 
flected in the following changes in the 
Financial Times indices : Government securi- 
ties 104.73 against 106.75, industrial equities 
102.5 against 108.2, and Kaffirs 135.12 com- 
pared with 109.22. 


A Matter of Incentive 


An event which has caused a minor stir 
in investment circles is the suggestion of 
Standard Motors that their managing 
director, Sir John Black, should receive 
an allotment of £25,000 in fully paid 
ordinary shares of the company, in sub- 


stance, to prevent his going to any com- 
petitor. As the money worth of the shares 
is, in very round figures, some £80,000, the 
suggestion has come as rather a shock to 
many. It is not apparent, however, that 
the shareholders in the company are likely 
to resist the idea. It is commonly reported 
that Sir John is mainly responsible for the 
excellent results of the company in recent 
years, and it is probable that they will 
decide that it is well worth surrendering 
under 2 per cent. of their equity to ensure 
that they shall not lose him. Of course, it 
would be much better if Sir John could 
earn net what the world considers his 
services are worth; but things are so 
arranged in this country that he cannot, 
and the only means of keeping such men 
is to offer other inducements. 


Argentina and the Investor 


Argentina, which until rather over 25 
years ago was one of the most satisfactory 
fields of British investment, has since then 
become a perpetual source of anxiety both 
to shareholders and more recently to the 
country at large. The latest development 
of official manipulation in an effort to 
secure the best of both worlds is the institu- 
tion of a set of doubly differential rates of 
exchange. That is to say, the rate varies 
both with the purpose for which the ex- 
change is to be used and with the country 
concerned. The effect is to reduce still 
further the sterling yield of peso profits 
which are remitted to this country, to step 
down somewhat the price of any exports 
we may make, and to attempt to secure the 
maximum return for any Argentine imports 
into this country. So far as general trade is 
concerned, whether transacted between 
Governments or private traders, these 
manceuvres will probably have little long- 
term effect. Prices will be determined by 
relative bargaining power, whatever rates 
of exchange are fixed. But unless the 
British Government is prepared to take up 
the cudgels for the investor he may well 
continue to suffer. Those who still have 
interests in Argentina will do well to keep 
a close watch on developments and to act 
accordingly. 


Articles of Clerkship and Stamp Duty 
UNDER SECTION 35 OF THE FINANCE ACT 
1949, the following documents no longer 
attract stamp duty : 

Articles of clerkship. 

Transfer of articles. 

“ Trainee ” agreement (Further Educa- 
_ tion and Training Scheme). 

It should, however, be noted that a Deed 
of Cancellation of Articles is still subject to 
10s. stamp duty. 
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Points from Published Accounts 


The Old and the New 


There is a pleasing blending of the old with 
the new in the accounts of W. Barratt & Co., 
the Northampton footwear manufacturers 
and retailers. Tabular presentation is 
avoided and the profit and loss account is 
split into two parts. The first shows the net 
trading profit and net interest on invest- 
ments, against which are charged directors’ 
emoluments, auditors’ fees, depreciation 
and write-offs. The balance subject to tax is 
carried down and against it are charged 
additional contribution to pension fund, 
reserves transfers, and dividends paid and 
proposed. In the balance sheet fixed assets 
are divided between freeholds, leaseholds, 
plant and machinery, fixtures and fittings ; 
and these are sub-totalled in the same way 
as current assets. Footnotes to the accounts 
indicate that the company has contracted 
to contribute certain annual sums to the 
staff contributory pension fund (the chair- 
man states that it is still necessary for the 
company to contribute to the fund owing to 
the number of the staff and employees who 
will be coming into benefit in future years) 
and that the provision for taxation cannot 
be specifically estimated as the E.P.T. 
assessments have not yet been agreed. In 
the directors’ opinion the provision made is 
sufficient. 


Dividend in Perspective 


Gjers Mills & Co. strikes a profit before 

taxation and then sub-totals the allocations 

and provisions as follows : 

Profits before taxation £63,383 

Less Provision for Income 
tax on profits of the 
year 

Provision for Profits Tax 
on profits of the year 

Depreciation of build- 
ings, machinery, 
plant, etc. 

Provision for renewals 

Proposed dividend of 8 
per cent. less income 
tax . 


. £26,580 


10,175 


6,000 
8,700 


11,880 
—— 63,335 


48 
Add balance brought 
forward from 


previous year 41,762 


Unappropriated balance, 


as per balance sheet £41,810 


By the adoption of this form shareholders 
can see precisely the relation of their 


308 


dividend to the various appropriations. It 
is interesting to note that the fixed assets 
are brought in at cost at date of incor- 
poration, November 29, 1901—buildings, 
machinery, fixed and loose plant figure at 
£93,508, and net additions to these to the 
balance sheet date at £525,541, while 
depreciation totals £457,280. 


Exceptional _Debits and Credits 


A year ago Dawnays brought to the credit of 
profit and loss provisions made in previous 
periods of £63,043, of which £34,268 was 
taken to contingencies reserve. The year’s 
profit was therefore swollen to the tune of 
£28,775 by the windfall. In the succeeding 
year—we quote from the report—‘* The 
amount of £25,500 for taxation on pro- 
visions no longer required, which was 
included in the charge for taxation in the 
profit and loss account last year, proved to 
be insufficient by £11,303, which amount 
has now been charged to this account.” 
In other words, the exceptional credit was 
inflated by £11,303, and the latest profits 
are shielded from the additional tax charge 
by debiting it to contingencies reserve. It 
has been suggested before that from an 
ethical, if not from a strict accounting, view 
the profit and loss account should show the 
net profit after taxation as a result of the 
year’s operations as a sub-balance, with 
exceptional debits and credits appearing 
with appropriations. 


Praise for the Printer 


From a technical point of view there is 
nothing of unusual interest in the accounts 
of the Sheffield firm, Brightside Foundry & 
Engineering. There are no frills or fancies, 
no difficulties to wrest with, no involved 
presentation, and yet there is something 
about them which is decidedly impressive. 
The printer is anonymous ; but he, or his 
instructors in the company’s office, earn 
applause for the excellent layout of the 
accounts and the choice of typeface. The 
headings are bold and clear, comparative 
figures are shown in red, and there is 
altogether a very pleasing symmetry and 
simplicity. There was a special incentive 
to make an impressive presentation, for the 
company has been in existence fifty years 
and has gone from strength to strength, and 
the effort has been highly successful. 
Accountants supply the raw material for 
the printing presses and it is a pity that so 
often the final production is spoiled by an 


unimaginative printer. 
ancy has a closer interest in layout anj 
typeface than the man in the str ‘eet, but th 
fact remains that a first-class printer cy 
give a report that extra quality which; 
undefinable but appreciated by the shay 
holder. A Professional Note on this matte 


Perhaps Accouy, l 


appeared in our October issue. 


SIR— 
reference 
Cohen Accounts on page 
George Cohen embellishes an excellen The le 
presented set of accounts with bloc Treasur’ 
diagrams of the balance sheet in five shade for the 
of black and red—“ This was the positioggy and tha! 
last year” and “This is the presengm ! ous 
position,” while alongside is a table “ Thm asessing 
is what happened during the year.” This jm begun a! 
what happened : on, can 
B i952. ¢ 
Net New Funps : aieaih 
After deducting costs, the net new fund onl 
which came into our coffers were as follows: paym 
Trading Profits e £546,00q ‘953° 
Less Taxation £332,000 
Appropriations. . 110,000 
442,00 London. 
Octoh 
Profits on Sale of Fixed Assets The 
Proceeds of New Issue of Preference © 
Shares | : Sir,— 
been pri 
Journal, 
bodies, ; 
‘ Tuese FUNDS WERE APPLIED AS assistanc 
FOLLOWS : Incorpo! 
Extensions to, and it was st 
purchases of, Buildings, you in o' 
Plant and Vehicles £311,000 to the mi 
Less Provided out of are give! 
Depreciation 117,000 My C 
——— 194,00 
*Additional Working Capital 481,00 C22 onl 
of the f. 
£675,00qm their st; 
member 
*ApprrioNAL WorKING CAPITAL the high 
was employed as follows : I shal 
f ticulars 
Increase in Stocks .. member 
Increase in Debtors. . apply to 
Increase in Cash .. y 
Reduction of Bank Overdraft 
Reduction of Other’ Creditors 
3, St. H 
London, 
Octoh 
Net Assets wa 
Less: _— to ‘Sechenne ” Publ 
stock c ” 
Sr,—, 
Accountan, 
ANCY, m 
i.e., Net Asset Value of 5/- — 
unit of Stock is tions do 
Dividend of 20 per cent. is therefore huion 
equivalent to approximately examinat 
5.44 per cent. of the Real Capital relation 


Employed. 
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Letters to the 
Editor 


Development Value Compensation 


Sir—Your issue for October contained a 
reference to Sir Malcolm Eve’s resignation 
on page 258. 

The last two paragraphs suggest that the 
Treasury are now preparing their scheme 
fr the distribution of the £300 million, 
and that the details will soon be published. 

I ought to explain that the task of 
assessing the 930,000 claims has only just 
begun and, allowing time for appeals and so 
on, cannot possibly be completed before 
B i952. Only then can the Treasury make 
their scheme. The Act provides in fact for 
payments to be made not later than July 1, 


1953- 


A. Douerty, 
Central Land Board. 


London. 


442,000 
October 14, 1949. 
104,00 
8,00 ‘ The Institute of Book-keepers 
563,00q§ © SIR,—This Institute has for many years 
been privileged to have the support of your 
575,00 Journal, and also of the leading accountancy 


bodies, and it is felt that we could be of 
asistance to members of the Society of 
Incorporated Accountants. For this reason 
it was suggested that I communicated with 
you in order that we might be able to bring 
to the notice of members the benefits which 
are given by this Institute. 

My Council realise that our own Institute 


O00 
a can only benefit your members by reason 
of the facilities which can be enjoyed by 
i75,00mqm their staffs, and particularly the junior 
members who may be unable to study for 
the higher professional examinations. 

I shall therefore be happy to send par- 
£ [{%culars of this Institute to any of your 
91,00 Members or those on their staffs who may 
61,0008 apply to me. 

37,00 Yours faithfully, 

— (Signed) C. E. Hat, 

» Secretary. 
81,00 St. Helen’s Place, 

London, E.C.3. 
~ October 13, 1949. 
sq Public Accountants’ Association 

Sir,—Apropos of C.P.B.’s review of my book 
04,00 Accountants’ Fees and Profits in August Account- 

ANcy, may I make some observations on a 

selection of the points he discusses ? 

d. J, Thus, I should like to reiterate that examina- 


‘sion. The ability to pass accountancy 
‘aminations does not necessarily bear any 


telation to the quality of the practical ex- 


tions do not signify practical skill in our pro- . 


perience the examining bodies require, as many 
newly qualified men, and those who engage 
them, discover. 

Turning to the concept of standardisation I 
would emphasise that it is derived from a 
simple idea: that the practitioner should not 
accept fees that are less than his qualification 
to be a member of the profession entitle him to 
receive. 


Fee problems may not worry the really big 
firms of accountants. But in the experience of 
many accountants the success of the average 
practitioner depends as much orr his fee charging 
policy as on his standards of performance. 
Hence the adoption of a methodical basis for 
compiling fees—one which is just to both 
parties—is critical for the average practitioner 
and even more so for the many whose incomes 
are not as great or as secure as they would wish, 
even though this very practical and economical 
process may appear to the uninitiated “‘ cumber- 
some and theoretical ’’—adjectives often applied 
by clients to keeping necessary records in a 
systematic way. 


The statement that “ the highest skill and 
ability must be used, regardless of the fee ” 
means little. I fear that these qualities do not 
survive long where adequate fees are not forth- 
coming. In the long run standards of pro- 
fessional performance are nourished by stan- 
dards of remuneration, hence again the prime 
importance of the standardisation of the basis of 
computing fees. 

Whatever the present professional organisa- 
tions do,achieve, they do not safeguard prac- 
titioners’ interests in this respect. I think it can 
be said quite baldly that the practitioner gets 
little help from his institution after he has 
qualified (notwithstanding the trifling post-war 
developments re taxation, etc.). So why should 
the idea of a Public Accountants’ Association 
be so objectionable when similar organisations, 
such as the British Medical Association and 
many trade associations, are already long 
established in other walks of life ? 

R. SpROULL, C.A., F.C.W.A. 
London. 
October 6, 1949. 


University Teachers of 


Accounting 


Tue AssOciaTION OF UntvERsITy TEACHERS 
of Accounting, which was formed in 1946, 
held its second conference at University 
House, Birmingham, during the week-end 
September 23 to 26. The conference was 
attended by teachers of accounting, both 
full-time and part-time, from the Uni- 
versities of Birmingham, Bristol, Durham, 
Leeds, London, Manchester, Nottingham, 
and Sheffield, and the University College of 
Southampton. The opening address by 
Professor Donald Cousins, chairman of the 
association, was followed by an informal 
discussion on matters of common interest. 
This gave an opportunity for a fruitful 
exchange of ideas on teaching methods, 
curricula and text-books. 


Saturday morning was given over to a 
symposium on “ The Content and Aims 
of a University Course in Accounting,” the 
discussion being opened by Mr. W. H. 
Newton, M.A., F.C.A., senior partner of 
Messrs. Newton & Co., and Treasurer of 
Birmingham University, who spoke from 
the standpoint of the professional account- 
ant. He was followed by Mr. W. W. Fea, 
B.A., A.C.A., Chief accountant of Guest, 
Keen & Nettlefolds, Ltd., expressing the 
view of the industrial accountant, Mr. 
Eric W. Vincent, a director of Harry 
Vincent, Ltd., who spoke as a business man, 
and Mr. J. Glyn Picton, Lecturer in Indus- 
trial Economics at Birmingham University, 
who presented the view of the academic 
economist. Perhaps the most important 
point which emerged from the ensuing 
discussion was the unanimous view that 
when professional firms took articled clerks 
who had just completed their university 
studies in accounting, they might be dis- 
appointed if they expected those clerks to 
compete at once on level terms with others 
who had completed two years of the normal 
five-year period of articles. The graduate 
articled clerk would, of course, lack prac- 
tical experience, and it was only at the end 
of their respective periods of articles that a 
comparison of the two types of articled 
clerk ought to be made. In such a com- 
parison, the graduate articled clerk would 
have nothing to fear. 


The second session on Saturday was 
devoted to a discussion on ‘ Weaknesses 
in Orthodox Accounting Theory,” which 
was opened by Mr. Harry Norris, and on 
Sunday morning the conference turned its 
attention to accounting research, a dis- 
cussion on which was opened by Mr. David 
Solomons. 

At an informal dinner on Saturday night 
the association’s members entertained Sir 
Raymond Priestley, Vice-Chancellor of the 
University of Birmingham, and a number 
of Birmingham accountants, including Mr. 
W. L. Barrows, a member of the Council of 
the Institute of Chartered Accountants ; 
Mr. F. C. A. Ledsam, President of the 
Birmingham and District Society of Char- 
tered Accountants; Mr. Vernon W. 
Grosvenor, President of the Birmingham 
District Society of Incorporated Account- 
ants; and Mr. T. A. Hamilton-Baynes, 
P.C.A. 

The business of the conference con- 
cluded on Monday morning with a visit to 
the Shaftmoor Lane works of Joseph Lucas, 
Ltd., which included not only a brief 
inspection of the factory but also an 
instructive review of the company’s costing 
methods. 

It was decided that the next conference 
should be held in September, 1950, in 
Manchester. 
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Incorporated 


THE SOCIETY OF 


Accountants 


CONFERENCE AT 


BIRMINGHAM 


DISCUSSIONS ON THE PAPERS 


The Democratic Principle in Income 
Tax 

On SEPTEMBER 22 THE CONFERENCE CON- 
sidered the paper by Mr. A. Stuart Allen, 
President of the Society, which was printed 
in full in our October issue, pages 261-267. 

Mr. T. Harold Platts, F.s.A.A. (member 
of the Council) occupied the chair. 

Mr. A. Stuart Allen, before introducing 
his paper, read a cable from Mr. Garrett, 
Secretary and Honorary Member of the 
Society, despatched from the ship on which 
?.e was travelling to the Australasian Congress 
on Accounting: ‘‘ All best wishes for a 
notable and successful Conference. Greet- 
ings to you and members of the Secre- 
tariat.” 

Mr. Allen said that in the September 
issue of ACCOUNTANCY, page 232, there 
appeared a note under the head “‘ Proposed 
American Tax Board.” It was a very sig- 
nificant proposal. It must not be thought, 
however, that the proposed Board was to be 
modelled on British appeal machinery. It 
would seem that it would be an arbitrator 
whose award would not be _ binding. 
Perhaps it would be better to describe it as 
an honest broker. The Bill appeared to have 
the support of the American Institute of 
Accountants. 

However fair minded and competent any 
Civil Service Department might be, many 
factors tended to develop bureaucratic 
characteristics in the unpopular sense of 
those words. It was fortunate that we had 
had for well over a century bodies of local 
Cemmissioners clothed with much wider 
powers than were contemplated in the 
American proposal. 

Mr. R. P. Davies, F.s.a.A., said that the 
extremely interesting paper was very 
timely. Involved and difficult cases were 
usually taken before the Special Com- 
missioners, and the inevitable delay was a 
‘serious matter as, apart from the uncer- 
tainty of the taxation liability of the client, 
the accounts could only be drafted on an 
estimate. If the President’s suggestions 
could form the basis of a joint memorandum 
by the accountancy bodies to be forwarded 
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to the Board of Inland Revenue, and could 
be adopted either wholly or in part, then 
really substantial progress would be made. 


The setting up of Area Commissioners 
would be welcomed whole-heartedly by the 
accountancy profession, as their present 
burden would be greatly eased. The 
General Commissioners performed their 
duties faithfully and conscientiously, but he 
thought that, as recommended by the Royal 
Commission in 1920, they should retire at 
the age of 70. The progressive provisions of 
Section 51 of the Finance Act, 1949, 
dealing with the settlement of appeals by 
agreement, went a long way towards im- 
proving the present position. Mr. Davies 
commended the recent policy of the Board 
of Inland Revenue in issuing explanatory 
notes on certain aspects of Finance Acts. 
(Applause. ) 

Mr. C. Yates Lloyd (Manchester) 
mentioned the excellent article in the 
September issue of Accountancy which 
illustrated some of the many cases of 
unfairness in taxation. He did not agree 
with the last speaker on the retirement of 
Commissioners at the age of 70. 

Mr. Allen agreed that the choice on 
appeal between the General and the Special 
Commissioners was most important. The 
bodies of Area Commissioners and their 
functions and their practice should be co- 
ordinated through a central office and this 
might lead in time to the issue of an official 
and authoritative manual on income tax 
law and decisions which should be available 
to the tax-paying public and to their ad- 
visers. It was very doubtful whether the 
principles which Adam Smith advocated 
were, in present circumstances, easy of 
application. As Lord Macmillan wrote 
in The Sunday Times of September 11 : 


The purpose of taxation has changed com- 
pletely. . . . It was recently announced in the 
House of Commons that : ‘‘ One of the neces- 
sary purposes of taxation is to redistribute in- 
come in favour of the lower income groups.” I 
want to suggest that is an axiom that Adam 
Smith would not have admitted for a 
moment. He did not take it into account 
in his democratic principles. 


Mr. E. F. Castle (London) said the tit, 
of the address was a very comprel:cnsive on, 
and he was a little disappointed at the way 
the paper developed. He thought the 
President spent a little too much time o 
the machinery of collection. But one my 
not overlook the necessity for democracy qj 
through our national and political Jip 
The restriction of appointments to person 
living in the area should be abolished, 

The purpose of taxation was mainly fo; 
the welfare State and defence, and mone; 
was raised on two broad principles, On 
was on the expenditure on smoking, 
gambling, drinking and entertainment, and 
this represented the democratic principle 
surely: “from each according to his 
ability.” 

Progressive taxes raised the problem— 
he could not suggest any remedy—that over. 
time pay bore the highest rate of tay, 
People were deprived of all hopes of saving. 

Mr. W. L. White (Southern Ireland) said 
he felt slightly diffident in addressing the 
meeting, but as there was a discussion in 
progress it would be unusual if Ireland 
did not take part in it. (Laughter.) The 
paper was a masterly exposition of the 
administration of income tax. The allow- 
ances and abatements were uniform, and 
it seemed somewhat incongruous that there 
should be a gradation of rates of taxes. 

Mr. A. Stuart Allen said the last two 
speakers had raised matters with very 
important implications. Mr. Castle had 
rather missed the point of the paper. Its 
purpose was to stress that in the machinery 
of income tax collection the democratic 
principle had been recognised to an extent 
which he thought was unique in the 
taxation systems of the world. 

Gradation was surely inevitable so long 
as there was an income tax. The only 
alternative would be te abandon any 
tax on income—because most income, after 
all, was the fruit of current productivity— 
and to increase very steeply indirect 
taxation, especially on non-necessaries, 
raising whatever additional revenue might 
be necessary by an annual tax on the 
accumulated results of past activity. 

Mr. J. Mundy (London) said General 
Commissioners were appointed as people 
with local knowledge. But many limited 
companies had their registered offices 1 
places distant from their places of busines, 
and he wondered whether it would b& 
possible for their income tax to be deal 
with by Commissioners in the district wher 
the business was carried on. He @ 
thought it would be in accordance with 
democratic principles that the scope of 
recruitment of the General Comumissiones 
should be widened to include represent 
tives of the wage-earning classes. 

The other point he wanted to raise w% 
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the absence of knowledge by the account- 
ancy profession of the Board of Inland 
Revenue’s explanations circulated from 
ime to time to their inspectors. Account- 
ats often found in going before the Com- 
missioners that ignorance of the instruc- 
tions given to the Inspector was a severe 
handicap. (Applause.) 

Mr. A. Stuart Allen said he thought the 
value of local knowledge to Commissioners 
day was restricted in the main to their 
inowledge of the smaller businesses in the 
yea. He doubted whether knowledge of 
the works of a company of any size would 
rally contribute a great deal to the 
accurate computation of the company’s 
liabilities. 

The suggestion was made that repre- 
gntatives of the wage earners should be 
appointed to Appeal Tribunals. He did not 
think that, in practice, that would be of 
geat value, because the liability of em- 
ployees was based on the gross amount of 
the remuneration as notified by the em- 
ployer. . 

A reference was made to the Inland 
Revenue instructions. On the one side 
was the Inspector ; on the other side was 
the taxpayer or the representative of the 
taxpayer. Each of them had the right to 
put his case and to put in his arguments 
with regard to the proposed assessment. He 
did not see that the taxpayer could benefit 
fromthe instructions to the Inspector, or that 
there were any grounds for asking that 
these instructions should be available to the 
public or their representatives. 


In the course of his paper he had given a 
list of matters which were said to be con- 
clusions of fact. Dr. Farnsworth had 
pointed out that these opinions were not 
universally accepted. 

There was some laxity in the conduct of 
appeals brought before General Com- 
missioners by members of the profession. 
He suggested that any accountant repre- 
senting a client on an appeal before the 
Commissioners should draw up a 
programme and, immediately on entering 
the room, he should say: “I am repre- 
senting Mr. X. The subject matter of the 
appeal is that Mr. X, who conducts a 
business as such-and-such at so-and-so 
address, has been assessed for the year 
1947-48 in the sum of so-and-so,” and then 
set out the issue in dispute and put in a 
statement of facts. Preferably that state- 
ment of facts should be agreed with the 
Inspector beforehand. The Commissioners 
were very busy people and their task was a 
dificult one, which could be eased by clear 
Presentation of essential facts. 

There were some interesting deductions 
from the statistical figures. He was sur- 
Pred that the average effective rate on 
tach £ of actual income was 35d. in 1918 


and only 35.9d. in 1947-48, although the 
standard rate of tax rose from 6s. to gs. 
The answer lay in the fact that the personal 
allowances in the first year were £784 
million out of £2,071 million, whereas in 
the second year they were £3,590 million 
out of a total of £7,044 million. In 1918-19 
there was no allowance for earned income 
relief, and the range of abatements was 
much lower and more limited. There were 
now 70 persons with an income of over 
£6,000 net per annum, which postulated a 
gross income of £100,000. In Account- 
ancy for April, 1949, page 99, there were 
some figures -interpreting the effect on 
incomes both of the great change in the 
price level and of the change in the rates of 
taxation. They showed that it was virtu- 
ally impossible to-day to earn sufficient 
income to be as well off as a man was in 
1914-15 earning just over £2,000 a year. 
The Chairman proposed a very warm 
vote of thanks to Mr. Allen, which was 
accorded with prolonged applause. 


What may Management expect from 
the Accountancy Profession ? 


The paper by Mr. R. E. Yeabsley, c.s.t., 
F.C.A., F.S.A.A., on “ What may Manage- 
ment expect from the Accountancy Pro- 
fession?”” is reproduced on pages, 289-95 
of this issue. Mr. Vernon W. Grosvenor, 
President of the Birmingham District 
Society, took the chair and introduced Mr. 
Yeabsley on September 23. 

Mr. R. E. Yeabsley, in introducing his 
paper, said that while the close relationship 
existing between management and the pro- 
fession was a cause for satisfaction, it was 
also a cause for constant endeavour in 
helping to solve the complex problems with 
which management was concerned. Man- 
agement, through its various bodies, such 
as the F.B.I., trade associations, the T.U:C. 
and the British Institute of Management, 
was taking positive steps te make its func- 
tional activity one of inspired collaboration, 
supervision and direction. He was not able 
to be present at the discussion that fol- 
lowed the excellent paper submitted by the 
President. But in regard to tax liability, 
he was struck recently in reading some 
observations of the Master of the Rolls 
that the blame for the complexity of taxing 
statutes should be laid not so much upon 
Parliament and Parliamentary draughtsmen 
as upon those private persons who had 
devised elaborate schemes for avoiding 
taxes. 

Mr. W. F. Edwards thanked Mr. 
Yeabsley for having chosen such a subject 
for his paper, and for the excellence of his 
treatment of it. 

Mr. Yeabsley would probably agree that, 
if they had something to tell management, 
they should not put it down in a dry-as- 


dust way. They should sell the goods. Few * 


people realised that 90 per cent. of the cost 
of accounting information was incurred in 
getting it, whereas go per cent. of its value 
came from the way it was presented. 

Mr. Yeabsley deserved great com- 
mendation for his mention that accounts 
should not be so kept as to hide doubtful 
matters in taxes. One of the problems 
to-day was that many small people did not 
want to know all about their businesses, 
because, if they did have the detailed facts, 
they might have to pay more taxes. 
(Applause.) 

The Chairman said that Mr. Yeabsley 
would wind up the debate. They were 
deeply indebted to Mr. Edwards for his 
contribution to the discussion, and he 
would like to thank him in the name of the 
Society. (Applause.) 

Mr. J. Mundy thanked Mr. Yeabsley for 
the very real knowledge he had given him 
by reading so remarkable a paper. 


It might be of great value if Incor- 
porated Accountants were afforded the 
opportunity of circulating copies of the 
paper to their clients. It was under the 
headings of production, quality, stock, sales 
and finance controls that the smaller 
business man was so weak, and that the 
accountancy profession could be of great 
help to him. 

Mr. Yeabsley mentioned the danger of 
over-capitalisation. Perhaps he should 
have stressed, in certain instances, the 
danger of under-capitalisation; that 
problem had arisen in the change-over from 
war production to peace production. He 
wished there was some way in which pro- 
fessional accountants could bring to the 
notice of clients the very real value of the 
services they could render in these direc- 
tions. (Applauise.) 

Mr. E. F. Castle said he had spent a lot 
of time lecturing on accounting to manage- 
ment students, particularly under the 
Ministry of Labour scheme for ex-service 
men. The British Institute of Management 
had just been formed, and accountancy 
played a great part in its syllabus. 

In the larger firms, the cost accountant 
would monopolise the costing side. Their 
part as accountants was, therefore, to 
interpret the final accounts, particularly 
the balance sheet, and he thought they 
must improve their presentation and 
probably add a few explanatory notes, as 
in the question of depreciation. The Com- 
panies Act, 1948, which compelled them to 
go back to cost, was a step in the right 
direction ; but he often wondered if they 
would not do well by taking a leaf out of 
the double accounting system and showing 
depreciation reserves on the liability side of 
the balance sheet. Perhaps they should 


311 


_ : ; . \e we ee 
 .. 
hal 

a 
: : 3 ‘¢ 
; alee 
ee ¢¥ 

Yh 

Ve One ce. 

he Way i seo 

ht the Bet 

Me on bee: 

> Must ee 

acy all i ie et 

ETSONs ; a en 

d. i 

ily for a 

money "7 te i 

One ae fs 

t, and : in 

Nciple he. as fhe 

his je 

ed 
em— Sey 
aa 

OVer- >, J 

AVing, ms aR} 

va 1 ees 

) Said hf a 

g the Ay 

on in yey. 

lan + 

The A ™ oy 

f the SS 

llow- deca) 

, and yee 

there ay 

S. ee 

oa oes 

very Ws 
had Be eeu 
: & 
inery ee 
ratic ¥ 
xtent ‘, eat 
se 

the § ~S 
Pe ni be 

ms 4 
only ae. 
i 

any . 

after feted 

irect mao. 
ries, ee 
igh . ON ; 
the “ee 
Boh 
eS 3 
, an 

e Rote 

ople * ‘ 

5; m 4 eb “4 

be a 
sa Pal 
alt ed 
here & 
also ee, 
" ‘ iy 
with Pe. 
of - esti 
ners on 

ntae a i: 

ws fata 

i iy 
See 
cd the 
Sah, 
4 ge 

Sea 2 ° ° e : e Ge aa e is 

, Se : ae A rs Ch : o ne ‘ ve : 4 d ‘ ; omy e's 

i ; : ; Ooay > cee re > es a =| ae i aa 5 ae . oe me je iy ote Bt or as . 

“ae Tre. “Ey ey a ae ey.) ae 2 ans ae adie a Ney 


depart from the orthodox balance sheet in 
one or two fundamentals and present first 
of all fixed capital, and find the surplus of 
fixed capital over fixed assets, or vice versa ; 
then go on with current assets, current 
liabilities, working capital, and so make the 
balance sheet a little more comprehensible 
to the business man. Of course, in that 
case it would cease to be a balance sheet 
as they knew it, and would become a 
financial statement ; but he felt that it was 
along those lines that they as a profession 
could help management. (Applause.) 
Mrs. Bramwell McCombe (Liverpool) 
added her congratulations to Mr. Yeabsley 
for his admirable paper, and expressed 
agreement with everything that he had said. 
For seven years she had been closely 
associated with the educational side of the 
profession, and she always emphasised to 
students that accounting was an instrument 
of management, so that, if they wished to 
become efficient administrators, they must 
possess a good knowledge of accountancy 
technique. She did not altogether agree with 
the last speaker about the presentation of 
balance sheets as financial statements. She 
thought the old-fashioned form of balance 
sheet, properly explained, was much more in- 
{ telligible to the layman than the newer form 
of statement. 

In standard costing there was a very real 
danger that standards might not be suffi- 
ciently often reviewed. These were 
dynamic times and a standard appropriate 
to 1949 probably would not be appropriate 
in 1950. (Applause.) 

Mr. J. D. R. Jones (South Wales) con- 
sidered the paper should be read and re-read, 
because it threw light on so many aspects 
of a weighty and difficult subject. He 
agreed whole-heartedly with Mrs. 
McCombe on standard costing, particularly 
in medium-sized firms. Accountants must 
be prepared to convince clients of the great 
advantages of the application of budgetary 
control to standard costings. 

He was interested in Mr. Yeabsley’s 
commendation of clarity, certainty and 
brevity. He had the good fortune to have 
as his principal Sir Frederick Alban, who 
was able to convey an amazing amount of 

‘valuable information in a very small space. 

Mr. A. Harbinson (Belfast) observed that 
those members of the Society who were 
engaged in industry as industrial account- 
ants regarded themselves as members of the 
profession equally with their practising 
colleagues. (Applause.) Interpretation of 
accounts must include not only an explana- 
tion of what had happened in the past, but 
also suggestions for future action. They 
must concentrate on so framing their state- 
ments that they reflected the normal 
activities of particular sections of the works; 

they could then be handed to the general 
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manager or to the departmental foreman. 
They must be the basis for action, and they 
must reach the person in the position to 
take that action. (Applause.) 

Mr. Yeabsley thanked each of the 
speakers for treating him so kindly. Mr. 
Edwards kindly gave his experience, as it 
were, from within management—a most 
valuable contribution. He and subsequent 
speakers stressed the importance of presen- 
tation. Mr. Mundy made the point that 
they had a greater contribution to make 
as accountants than as auditors. But they 
must not dismiss as unimportant that real 
service that was rendered to the share- 
holders by their review of the activities of a 
concern and their report upon its results 
and its financial position as portrayed in the 
balance sheet. He was glad that Mr. 
Mundy referred to under-capitalisation. 
With rising prices, this was a matter of great 
importance. But if a business was capi- 
talised to-day on what big prices, it might 
well be faced with redundant capital. His 
point was that capital required to cover 
temporary increases in prices should be of a 
temporary nature. s 

Mr. Castle referred to the development 
of the science of management. Probably 
most of them knew that he was on the 
Council of the British Institute of Manage- 
ment, and he could assure them that 
industry was represented on that Council 
and was doing its utmost to acquaint itself 
with accounting techniques and, also, to 
develop the general technique of manage- 
ment and to raise it to a much higher level. 
On the form of the balance sheet he 
favoured Mrs. McCombe’s opinion. 
Financial statements might be provided for 
a variety of purposes. The balance sheet 
was prepared, in the main, for one purpose, 
and it was unwise to attempt to read into 
it more than it was intended to convey. 
He thanked Mrs. McCombe for her con- 
tribution. The matter of the review of 
standards was, he agreed, of the greatest 
importance. 

Mr. Jones, of South Wales, em- 
phasised that costing was of importance in 
the sense of control of expenditure rather 
than costing for ascertainment per se. He 
had hoped that more of the speakers would 
have stressed the point that Mr. Edwards 
made about the control aspect of costs, and, 
in particular, the control of waste, which 
was of such vital importance at the present 
time. He shared the view that unnecessary 
detail were given in some accounts and 
hoped that the statutory requirements 
would not result in what could be the most 
informative documents becoming but a 
mass of detail. 

Mr. Harbinson, whom he was delighted 
to see—the last time they met was at the 
International Congress on Management in 


Stockholm—gave the cost accountant; 
approach to some of these poinis. Thy 
paper was directed to the accountancy 
profession as a whole and not only tp 
members in practice. 

He had enjoyed the debate. It was. 
pleasure to come to Birmingham, this 
city where there was concentrated within 
the smallest compass the greatest degree of 
industry and, therefore, management cop. 
nected with industry in this country, 
(Applause.) 


Presentation to Mr. Wheatley 


Mr. Mervyn Bell (Dublin) said that, as 
that was the last time they would all be 
together at the Conference, he would like, 
as one of the humbler members of the 
Society, to thank all their friends in Bir. 
ingham. He was one of twenty-one who 
had come from Ireland. They did not 
recognise any borders in the Society of 
Incorporated Accountants and they were 
very proud to be members of it. He hoped 
that some time in the not too far distant 
future the members would be their guests 
in Dublin. 

He wished to convey to their Chairman 
as President of the Birmingham District 
Society, to the members of the Committee, 
and to Mr. Wheatley, the Secretary, their 
deep appreciation of all the arrangements 
for the conference. A happy feature was the 
co-operation from the staff at Head Office, 
and he would mention Mr. Craig, Mr. 
Evan-Jones and Mrs. Duncalf. They were 
marvellous people to work with. 

All the members were grateful also to 
the President and Mr. Yeabsley for their 
excellent papers. (Applause.) 

Mr. A. Stuart Allen (President of the 
Society) said Mr. Mervyn Bell had covered 
most of what he was going to say. They all 
knew how onerous were the duties of an 
Honorary Secretary of a District Society. 
No doubt that explained why, in the event 
of a vacancy, the competition for thes 
unrewarded posts was so keen ! (Laughter) 
They could imagine how unremittingly Mr. 
Wheatley must have laboured in the 
months since the conference was first con 
ceived. As an enduring record of their 
appreciation, they wished him to accept 
from all of them the gift of a clock. 

The President handed the clock to Mr. 
Wheatley amid prolonged applause. 

The Chairman, on behalf of the Bir 
ingham District Society, said how happy 
they had been to stage the conference 
that great city, and how pleased they were 
that their guests had enjoyed it. 

The President asked the members © 
express to Mr. Yeabsley their appreciation 
of his paper. (Applause.) 
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REVISION OF THE SOCIETY'S 
EXAMINATION SYLLABUS 

THE COUNCIL OF THE SOCIETY GIVES NOTICE 
hat, commencing with the November 
1951 Examinations, a revised examination 
syllabus will be introduced. Full details 
may be obtained upon application to the 
Society, but the following is a summary of 
me of the major alterations : 


FINAL EXAMINATION 


This examination will consist of 10 papers 
and the aggregate time allowed for these 
papers will be 21 hours. In view of the 
increased scope, the examination will be 
divided into two parts: a candidate may 
dect to take the examination in two parts, 
or alternatively both parts may be taken at 
one sitting. 
Part I of the examination will consist of 
the following papers : 
Advanced Accounting, Auditing 
and Taxation I 
Advanced Accounting, Auditing 
and Taxation II 
Advanced Accounting, Auditing 


3 hours 


3 hours 


and Taxation IIT 24 hours 
Cost Accounts 2 hours 
Part II will comprise : 
Taxation 2 hours 
Economics 2 hours 


General Financial and Com- 
mercial Knowledge 
Company Law and Partnership 
Law 
Law relating to Executorship 
and Insolvency 
Commercial Law and the Law 
of Arbitration 14 hours 
It will be noted that the existing paper on 
Statistical Methods will be discontinued and 
will be replaced by a Taxation paper ; that 
the time allowed for the Cost Accounts 
paper will be increased from 1} to 2 hours ; 
and that there will be some rearrangement 
of the titles of the legal group of papers. 


14 hours 


2 hours 


14 hours 


INTERMEDIATE EXAMINATION 


The number of papers will remain un- 
changed but the aggregate time allowed for 
the examination will be increased from 114 
to12hours. The revised syllabus will be : 


Accounting, Auditing and 

Taxation I 3 hours 
Accounting, Auditing and 

Taxation II 3 hours 
Accounting, Auditing and 

Taxation III 2 hours 
The Elements of English Law 2 hours 
General Commercial Know- 

ledge 2 hours 


It will be observed that there will no 
longer be a separate Cost Accounts paper, 
but questions on this subject will be set in 
the Accounting group of papers. The title 


= ~y of the legal paper will also be 


PRELIMINARY EXAMINATION 
A foreign language will cease to be 4. 
compulsory subject in the Preliminary 
Examination, but in other respects there 
will be little change in the scope of the 
syllabus. 


In place of the compulsory foreign 
language paper, a candidate will be per- 
mitted to select a subject from a list of 
optional papers. 

Candidates between the ages of 21 and 
30 years of age who have neither passed nor 
qualified for exemption from the Pre- 
liminary Examination may be permitted to 
sit for a modified examination consisting 
of one mathematics paper and the General 
Knowledge and English papers of the Pre- 
liminary Examination syllabus. In excep- 
tional circumstances a candidate over 30 
years of age may, at the discretion of the 
Council, be granted exemption from the 
Preliminary Examination. 


PUBLICATION OF QUESTION PAPERS 


IT HAS BECOME NECESSARY TO INCREASE THE 
price of the booklets of examination 
question papers which are published after 
the half-yearly examinations. The papers 
covering the November, 1949 and subse- 
quent examinations will be published at 2s. 
per set. 


MANCHESTER STUDENTS’ COURSE 


A STUDENT-MEMBERS’ WEEK-END RESI- 
dential course organised by the Manchester 
and District Society was held at Hulme 
Hall, Manchester, from September 16 to 19. 


The course included lectures and dis- 
cussions on Insolvency, The Companies Act, 
1948, Statistics, Income Tax Act, 1945 and 
Finance Act, 1949, Costing, Company 
Accounts, Single Entry Accounts, Executor- 
ship, and Economics. The lecturers were : 
Mr. A. T. Eaves, M.M., F.C.A., F.S.A.A., Mr. 
W. R. Howrie, A.c.A., Mr. A. R. Ilersic, 
B.com. (University College of the South- 
West, Exeter), Mr. N. G. Lancaster, M.B.E., 
A.c.A., Mr. A. E. Langton, LL.B., F.C.A., 
F.s.A.A.. Mr. H. McEwen, A.s.A.A., and 
Mr. H. A. R. J. Wilson, F.c.A., F.S.A.A. 


After the opening dinner, the President, 
Mr. C. Yates Lloyd, F.s.a.A., extended a 
warm welcome to members and students, 
including those attending from the North 
Lancashire and North Staffordshire Dis- 
tricts. He pointed out that the course had 
been arranged solely for the benefit of the 
students’ and had been divided into Final 
and Intermediate Examination Groups. He 
hoped that all students would take the 
opportunity of discussing their problems 


with the lecturers and members, who were 
there solely to assist them in every way. 

Mr. Henry Smith, Member of the Coun- 
cil, conveyed a message from the President 
of the parent Society, who regretted his 
inability to attend personally. Mr. Smith 
compared the facilities available to students 
to-day with those appertaining when he 
was a student. 

Mr. J. Donaldson, President of the North 
Lancashire District Society, thanked the 
Manchester President for his welcome. 

The Rev. A. H. White, Warden of Hulme 
Hall, in a witty speech welcomed the 
students and members. 

A musical inturlude was provided on the 
Saturday evening—the artists being Miss M. 
Dilworth, A.t.c.m., Mr. K. R. Stanley, Mr. 
E. L. W. Wilson and Mr. R. H. Lloyd. 

On Sunday a short service was held in the 
Hall Chapel. A Brains Trust comprised 
Mr. Ilersic, Mr. Langton and Mr. Redhead 
and two students, the President acting as 
Question Master. 

Mr. A. Southern, Past President, pro- 
posed a vote of thanks to the President for 
all the work he had put into the course and 
the keen interest he had taken. The motion 
was seconded by Mr. McLellan (student) 
and carried unanimously. 


DISTRICT SOCIETIES 
AND BRANCHES 


SCOTTISH BRANCH 


A MEETING OF THE COUNCIL OF THE SCOTTISH 
Institute of Accountants, the Scottish 
Branch of the Society, was held in Glasgow 
on October 6. Mr. D. R. Ma*heson pre- 
sided. 

The secretary, Mr. James Paterson, 
reported that an increased number of 
Sco.tish candidates were coming forward 
for the examinations. The hon. secretary 
of the Students’ Society reported that satis- 
factory and encouraging numbers were 
attending the fortnightly tuition classes in 
Glasgow. The chairman stated that he had 
attended the Conference in Birmingham in 
September, which was most interesting and 
successful. Arrangements were reported 
with reference to the Fiftieth Anniversary 
Dinner of the Scottish Institute, which is 
to be held in Glasgow on December 1. 


DEVON AND CORNWALL 
SyLLABus OF LECTURES, 1949-50 


1949 

me 16—“‘ One year with the Com- 
panies Act, 1948,” by Mr. F. A. Roberts, 
A.S.A.A. 
1950 

January 13—“ Man and the State,” by Mr. 
R. D. Luscombe, tu.8., Solicitor. 
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February 3—General Forum. 

February 
Profits,” by Mr. T. V. Johns, H.M. 
Inspector of Taxes. 

March 22—‘‘ Company Formation,” by 
Mr. A. W. C. Lyddon, F.s.a.a. To be 
held at the Municipal Buildings, Truro, 
at 6.30 p.m. 

March 24—‘‘ Company Formation,” by 
Mr. A. W. C. Lyddon, F.s.A.A. 

Except where indicated lectures will be 
held at the City Treasury, Plymouth, at 

6 p.m. 


NOTTINGHAM DERBY AND LINCOLN 
SyLLaBus OF LECTURES, 1949-50 
1949 
November 18—‘“‘ Standard Costing,” by 
Mr. J. W. Fewlass, A.c.w.A., A.C.LS. 
December 15—‘* Modern Auditing Proce- 
dure,” by Mr. W. W. Bigg, F.C.A., F.S.A.A. 


1950 . 
January 12——“‘ Eighth Schedule to the 


Companies Act, 1948,” by Mr. A. E. 
Langton, LL.B., F.C.A., F.S.A.A, 
February 1—“‘ Finance Act, 1949,” by 
Mr. James S. Heaton, A.s.A.A. 
February 23—“ Practical Procedure in 
Bankruptcy,” by Mr. A. J. Rogers 
(Official Receiver in Bankruptcy). 
March g— Investigations and Report 
Writing,” by Mr. R. Glynne Williams, 
F.C.A. 
Lectures will be held at the Reform Club, 
Victoria Street, Nottingham, at 6.30 p.m. 


SOUTH OF ENGLAND 


BouRNEMOUTH AND Districr BRANCH 
SyLLaBus oF LECTURES, 1949-50 


1949 
November 10—*“ Mercantile Law (Leading 


Cases),” by Mr. C. L. Lawton, msc. 
(ECON.). 

December 8—* Taxation,” by Mr. J. S. 
Heaton, A.S.A.A. 

1950, 

January 5—‘‘ Economics,” by Mr. A. R. 
Ilersic, B.cOM. 

February 17—‘‘ The Auditor and Verifica- 
tion of Balance Sheet Values,” by Mr. R. 
Glynne Williams, F.c.A., F.T.L1. 

March 9—* Costing and Budgetary Con- 
trol,” by Mr. J. W. Fewlass, a.c.w.a., 
A.C.LS. 

March 30—Machine Accounting. Powers- 
Samas. 

Meetings are held at the Wedgewood 

Café, Albert Road, Bournemouth, at 

6.30 p.m. 
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17—“* Taxation on Farming . 


SOUTH WALES and MONMOUTHSHIRE 
Go.trinc Society 


A SUCCESSFUL MEETING OF THE SOUTH WALES 
and Monmouthshire District Golfing Society 
took place at the Newport Golf Club, 
Rogerstone, on September 28. 

The captain, Mr. F. M. Forster, F.s.a.A., 
took the chair, and the President of the 
District Society, Mr. R. R. Davies, F.s.A..A, 
presented the prizes. 


PERSONAL NOTES 


Messrs. Walter Hunter, Bartlett, Thomas 
& Co., Incorporated Accountants, Newport 
(Mon.), announce that by mutual consent 
Mr. R. A. B. Heard, F.s.a.a., has retired 
from the firm. The practice will be con- 
tinued by the remaining partners. Mr. 
Heard, who is giving up public practice, is 
leaving shortly for an extended visit to 
South Africa. ° 

Mr. G. W. Sharp, Incorporated 
Accountant, has ,commenced public prac- 
tice at 314-33, York Place, Leeds, 1. 

Messrs. Slater, Chapman & Cooke, 
Incorporated Accountants, London, have 
admitted to partnership Mr. H. G. 
Lawrance, A.S.A.A. 

Messrs. Harrison Smith & Haughton, 
Incorporated Accountants, Bath, announce 
that Mr. O. Harrison Smith, F.s.a.a., has 
retired from the firm and is practising in his 
own name at No. 103, High Street, Hun- 
tingdon. Mr. Frederick Haughton, F.s.a.a., 
will continue the practice in Bath, and the 
style of the firm will remain unchanged. 

Mr. L. A. Ashley, a.s.a.a., has been 
admitted as a partner in Messrs. Walter 
Johnson & Partnérs, Swindon. 

Messrs. Peplow & Co., Incorporated 
Accountants, Newton Abbot, have admitted 
to partnership Mr. A. F. Warren, A.s.A.A. 

Mr. W. Elwyn Price, Incorporated 
Accountant, announces that his partner- 
ship with Mr. D. Rees, Certified Account- 
ant, has been dissolved, and that he is now 
practising under his own name at 2, Bridge 
Street, Lampeter, Cardiganshire. 

Mr. D. G. Webber, F.1.M.T.A., A.S.A.A., 
formerly Deputy Borough Treasurer of 
Blackpool, has taken up his appointment 
as Borough Treasurer of Barking. 

Mr. A. H. Duxbury, F.1.M.T.A., A.S.A.A., 
formerly Borough Treasurer of Stalybridge, 
is now Group Accountant to the South 
Lancashire Group of Undertakings, North- 
Western Gas Board, St. Helens. 

Messrs. Newby, Dove & Rhodes, Incor- 
porated Accountants, Leicester, announce 
that Mr. R. H. Budding, a.s.a.a., a member 
of their staff for some years, has been 
admitted to partnership. The name of the 
firm remains unchanged. 


REMOVALS 


-_ 

Mr. D. R. Carston, Incorporates 
Accountant, has removed his Cardiff Office 
to 1, Museum Place, Cardiff. 

Messrs. Thomson McLintock & @ 
have removed their office at 2, Sutpe 
Street, London, W.C.2, to 33, King Willian 
Street, E.C.4. 


OBITUARY 


Rosert THomas Dun op 
It is with sincere regret that we have t 
record the death of Mr. Robert T. Dunlop, 
F.S.A.A., Glasgow. Mr. Dunlop became, 
member of the Society of Incorporated 
Accountants in 1899 and commenced public 
practice in 1902. In 1910 he was electeda 
member of the Council of the Scottish 
Branch, and in 1935 he became President 
and one of the branch representatives op 
the London Council, a position which he 
held until he retired in 1946. When the 
Glasgow Students’ Society was formed in 
1907 Mr. Dunlop was the first President 
and took a very active interest in the work 
of that Society and in promoting the 
interests of the Society generally in Scotland, 


Sm ApamM MalTLAnD 
We record with regret that Sir »-Adam 
Maitland, J.P., F.s.A.A., M.P. for Faversham 
from 1928 to 1945, died on October 5 at the 
age of 64. 

Sir Adam became a member of the 
Society of Incorporated Accountants in 
1910, having been awarded a First Cer 
tificate of Merit and First Prize in the Final @ 
Examination. During the 1914-18 war he 
resigned the office of Secretary and 
Accountant of the-Lancashire Waggon 
Co., Ltd., to work for the Ministries of Food 
and Munitions and the Board of Trade. 

He stood as a Conservative candidate in 
the by-election at Faversham in 1928, and 
was elected in a four-cornered contest. He 
served on a number of Parliamentary Com- 
mittees, including the Select Committee on 
National Expenditure, of which he wasan 
active member during the recent war. He 
was appointed chairman in 1936 of the 
Departmental Committee on Costs and 
Maintenance of Hospitals, Sanatoria and 
other Municipal Buildings. 

His public service in the sphere of local 
government included membership of Surrey 
County Council and the office of Vice 
Chairman of Coulsdon and Purley Unbas 
District Council. He was also Vice: 
President of the Association of Municipal 
Corporations. He served on the boards ofa 
number of companies, being chairman of 
Berry Hill Collieries, Ltd., and Berry Hil 
Brickworks, Ltd. 

The funeral took place at Harpsdes 
Ciurch, near Henley-on-Thames, 
October 8. 
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